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MINISTRIES INTEND TO RELEASE NORTH KOREAN DEFECTOR 


0W031106 Tokyo KYODO in English 0845 GMT 2 Aug 87 


[Excerpts] Tokyo, Aug. 2 KYODO -- The Foreign Ministry intends to go along with the 
Justice Ministry's suggestion for a temporary release of a former North Korean soldier 
who defected about three years and eight months ago. The Foreign Ministry hopes to 
complete consultations with the Justice Ministry within this month on concrete 
procedures for the release of Min Hong-ku and his Japanese residence later, according 
to a Foreign Ministry source. [passage omitted] 


In suggesting Min's release, the Justice Ministry said it has confirmed Min's wish to 
defect to South Korea and that there is no reason to hold him in custody any longer, 
describing his case as a humanitarian one. Min is now in the Yokohama Immigration 
Detention House. 


The Foreign Ministry resisted the Justice Ministry's suggestion up to now because it 
feared that releasing Min may adversely affect its efforts to obtain an early release 
of the Japanese seamen -- Captain Isamu Beniko, 57, and Chief Engineer Yoshio Kurihara, 
56. 


The Foreign Ministry held its last and, as it turned out, futile hope for finding a way 
to the release of the two Japanese seamen when a Japan Socialist Party delegation, led 
by former Secretary General Makoto Tanabe, visited Pyongyang last month, according to 
the ministry source who did not wish to be identified. [passage omitted] 


Under the circumstances, the Foreign Ministry apparently has to bow to the Justice 
Ministry chiefly because of Min's long detention, the source said. However, the 
Foreign Ministry is against letting Min defect to South Korea for fear of possible 
North Korean retaliation against the detained Japanese seamen, the source said. 


Kurihara is reportedly recuperating after undergoing a recent surgery in North Korea. 


Previously, the Foreign Ministry held secret talks with the North Koreans in Vienna and 
Beijing in an effort to settle the two cases, according to a government source. 


The two sides almost reached agreement that Min would be allowed to defect to 
Yugoslavia, but the talks bogged down at the last moment when Pyongyang demanded an 
exchange of the Korea defector and the detained Japanese seamen, the source said. 


If and when the Foreign Ministry and the Justice Ministry complete consultations on the 
procedures for Min's release, the Foreign Ministry would inform North Korea about the 
matter. 


Some observers, however, predict an angry reaction from North Korea because it is 
demanding that Japan return Min. 
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USSR, OTHER NATIONAL SUPPORT DPRK PLAN TO CUT ARMS 


SKO31011 Pyongyang KCNA In English 0959 GMT 3 Aug 87 


[Text] Pyongyang August 3 (KCNA) -- Foreign political and public circles expressed 
solidarity with the Korean people in the struggle for the independent and peaceful 
reunification of the country on the occasion of the month of anti-U.S. joint struggle. 


V. Klyuyev, minister of light industry of the USSR and chairman of the Central 
Committee of the Soviet-Korean Friendship Society, in an article entitled "Our 
Solidarity Remains Invariable" said: The peaceful policy of the Democratic People's 
Republic of Korea enjoys full understanding and support of the Communist Party of the 
Soviet Union, the Soviet state and the entire Soviet people. The Soviet people 
consider that the realisation of the DPRK's constructive proposal for tripartite talks 
will open up a favourable prospect for improving the situation on the Korean peninsula 
and reunifying the country on a peaceful and democratic basis. 


A statement of the political bureau of the democratic committee for supporting the 
socialist revolutionary charter of Madagascar strongly denounced the United States for 
turning down all the initiatives of the Korean people for peaceful reunification in an 
attempt to occupy South Korea permanently. 


In a statement the June 4 movement of Ghana appealed to all the progressive and 
democratic forces in the Pacific region to wage powerful mass protest actions against 
the militarisation of the Korean peninsula and the Asian-Pacific region. 


A statement of the teachers association of Uganda strongly demanded the withdrawal of 
the U.S. imperialist aggession forces from South Korea and called for an early 
realisation of the DPRK's proposals for tripartite talks and North-South high-level 
political and military talks. 


The general confederation of labour of France in a statement said that the DPRK's 
proposal to cohost the 1988 Olympic games was a just one which would minimize the 
sufferings of the Korean people resulting from division and open a bright prospect for 
the reunification of Korea. 


The Geneva committee for supporting Korea's reunification stressed in a statement that 
for the reunification of Korea, the U.S. forces must be withdrawn from South Korea and 
the South Korean society be democratized. 


VNS on Proposal 


SK040435 (Clandestine) Voice of National Salvation in Korean to South Korea 0200 GMT 
1 Aug 87 


[Statement issued on 28 July by the spokesman for the SKNDF] 


[Text] In a etatement issued on 23 July, the government in the North made public a new 
proposal for arms reduction to prevent war and ensure peace on the Korean peninsula. 
The gist of the statement includes: 


1. The North and the South should reduce their armed forces in three stages from 1988 
to 1992 and should respectively maintain armed forces of less than 100,000 by 1992. 
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2. In conjunction with this, the United States should also phase out its troops 
stationed in South Korea, and when the military forces of the North and South are 
reduced to 100,000, the United States should withdraw all its forces, including nuclear 
weapons, and dismantle its military bases in South Korea. 


3. The North and the South should keep each other informed of the progress of their 
military reductions and make it public to the world. 


4. The Demilitarized Zone along the Military Demarcation Line should be turned into a 
peace zone where a neutral nations supervisory inspection force is to be stationed. 


5. Multinational disarmament negotiations should be held in Geneva in March 1988 to 
discuss these issues. 


In the proposal, the North's government solemnly declared at home and abroad that it 
will effect a unilateral reduction of 100,000 soldiers by the end of this year to 
achieve a practical breakthrough in the military reduction. 


Not only is this an epochally great proposal for military reactions designed to prevent 
another war on the Korean peninsula and unfold a bright prospect for peace and peaceful 
reunification for all fellow countrymen in the North and the South, it is also a 
positive initiative that practically contributes to peace in Asia and the world at 
large. 


Regarding the 23 July proposal for arms reduction by the government in the North as the 
most reasonable and among the fairest plans that correctly reflect the desires and 
aspirations of the entire population in the North and the South as well as the trend of 
the developing reality, the SKNDF wholeheartedly supports it together with all the 
popular masses. 


The pressing task to be settled soon on the Korean peninsula is easing the acute 
tension betweeen the North and the South and laying a foundation for peace and 
independent and peaceful reunification. Because of the state of sharp military 
confrontation between the North and the South across the truce line, the Korean 
peninsula is recognized as being a most dangerous area where another war can break out 
at any moment. 


Further, not only has the United States turned South Korea into the largest forward 
nuclear base in the Far East by stationing approximately 40,000 troops of aggression 
and deployiong approximately 1,000 nuclear weapons of various kinds in our country, it 
has also openly stated the inevitability of using nuclear weapons, while increasing the 
aggressive armed forces without let-up and conducting exercises for war of northward 
invasion. 


Under such circumstances, if the current situation is left to develop its own course 
without taking practical measures to preserve peace, the danger of nuclear war on the 
Korean peninsula will inevitably grow bigger over the passage of time, and it is clear 
that if a nuclear war breaks out, our country of 3,000 ri will beccme a barren 
wasteland and our people will fall victim to nuclear war among the major powers. 


Indeed, this is nothing but the greatest tragedy of national magnitude and the mere 
thought of it sends shivers up our spines. 
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The North's new proposal for military reductions is an epochal measure that enables the 
North and South to keep the maximum level of armed forces necessary for self-defense by 
eradicating the extreme form of tension prevalent on the Korean peninsula and the 
danger of nuclear war there, in addition to ensuring that no alien forces or military 
bases are allowed to stay there, and making sure that there is no such thing as a 
threat of war of northward or southward invasion. 


The realization that this proposal will provide the entire population with not just the 
conditions for peaceful existence free of the danger of war, but will also create 
preconditions for the independent and peaceful North-South reunification, making it 
possible to devote the vast funds formerly wasted as military expenditures to 
effectively develop the national economy and promote public welfare. 


The 23 July proposal for arms reduction put forth by the North will serve as a measure 
that greatly contributes to the cause of peace in Asia and the world at large as it 
fully corresponds to the general trend of the world of moving toward detente and arms 
reductions. Precisely because of this, this proposal is now eliciting unanimous 
support and sympathy not only among our patriotic popular masses of all walks of life, 
but also among the conscientious people of the world hoping for peace and the 
relaxation of tension. 


Attitude toward the North's proposal for arms reduction will be a yardstick that 
distinguishes whether or not one is truly concerned about the fate of the country and 
the people and whether or not one hopes for peace and the peaceful reunification of the 
Korean peninsula. 


Our SKNDF, which has made consistent efforts for peace and the peaceful reunification 
of the Korean peninsula, asserts that the North's proposal for arms reduction, which 
reflects the noble patriotic stand and sincere will for peace, should be realized 
without conditions or delays, thereby having to come to the fruition it deserves. 


At the same time, we call on the United States and those in power in South Korea to 
approach the DPRK Government's sincerity and magnanimity with a sincere stand and 
immediately and unconditionally respond to the new peace initiative. 


Peace is not free. It can become reality only through struggle. 


All political parties, public organizations, and figures of all walks of life in South 
Korea should raise their voices in response to the arms reduction proposal of the 
North, which is patriotically and singlemindedly determined to create on this land of 
3,000 ri a climate for peace and peacef.! reunification and which is also determined to 
cast aside the relative ego and chase after the absolute ego, participating in the 
movement to realize the proposal. 


By bravely struggling to realize the North's new proposal for arms reduction in line 
with the patriotic masses of all walks of life, the SKNDF will see to it that the 
history of tension and confrontation, which has continued on the Korean peninsula for 
the past 40 years, is brought to an end and the door to peace and peaceful 
reunification will be kept open wide as is ardently hoped by the entire population. 
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VNS URGES WORKERS TO STRUGGLE FOR BASIC RIGHTS 


SKO031225 (Clandestine) Voice of National Salvation in Korean to South Korea 0200 GMT 
2 Jul 87 


{Talk from the feature program "Sunday Reception Room": "Let Us Extend Pan-National 
Solidarity With the Struggle of Workers"] 


[Text] Twenty million workers throughout the country love justice and truth; the 
Patriotic people from all walks of life value justice and truth. The collective 
struggle of workers claiming democratic rights to existence is waged strongly in this 
land amid cries for the dismantling of government-patronized trade unions, the 
establishment of democratic trade unions, wage increases, the improvement of working 
conditions, and the enforcement of the 8-hour day. At the Ulsan industrial complex and 
in Pusan, Changwon, Kwachon, Taegu, and Talsong, workers across the country join in the 
struggle which is growing with each passing day. 


The mass workers' struggle grown fiercer with time, is the eruption of pent-up rancor 
and resentment of the land's workers who have been supremely suppressed and 
humiliated. This struggle is the just struggle to achieve human dignity and man's 
rights to existence. 


In fact, during the past 40-odd years, workers in this land have been bitterly 
exploited and subjected to hard labor in the lowest circle of society. They are bound 
to the lowest starvation wage while subjected to the hardest and the longest labor 
under the worst conditions. Nevertheless, they have no place to voice an appeal. 
Thus, some workers have committed suicide by self-immolation. This is the state of 
workers in this country. 


Although labor laws exist, they are the worst evil exploitive laws which foster 
unlimited workers' exploitation and plunder by exploiters and oppressors. These laws 
are designed to strangle workers. Although trade unions exist, they do not exist to 
protect the workers' rights. They are pro-ruling and government-backed trade union 
organizations designed to represent the vested interests of exploiters. 


Those workers who wish to lead a life worthy of man and who demand workers' 
independence are thrown from the second floor after being sprinkled with human 
excrement and are imprisoned. This is the situation in South Korea for 20 million 
workers. How can those who value justice and live up to the spirit of patriotism 
overlook such a miserable situation? 


Tens of thousands of patriotic figures, who have dashed to the plaza of struggle, have 
chosen the road of resistance on which they will not be trampled underfoot and 
exploited by the oppressors and exploiters, but lead a life worthy of man. Their 
struggle is just. Nevertheless, the Chon Tu-hwan-No Tae-u military dictatorial group, 
terming the collective struggle of workers for just demands an illegal collective act, 
has threatened them, saying that it will take stern countermeasures against this 
struggle in accordance with the law. 
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The workers struggle not only for themselves. This is a righteous struggle to protect 
the lives and rights of 20 million oppressed, humiliated, and exploited workers. 
Accordingly, the 20 million workers should all join the march of workers who have risen 
in the righteous struggle. Those workers who have fulfilled their primary demands 
through a courageous struggle should not lower the banner of struggle, satisfied. 
Instead, they should continue their struggle by advancing a higher-level demand. 


No force can withstand the united strength of the 20 million workers. All workers 
throughout the country should continue a strong combined and joint struggle by 
positively supporting and encouraging those workers who have risen in the struggle. 
The struggle of workers to achieve their democratic rights to existence is inseparable 
from the struggle to achieve the democratization of society, independence, and the 
country's reunification. 


Patriotic people from all walks of life, including students, peasants, religious 
figures, and democrats, ardently desiring independence, democracy, and reunification 
should support the righteous struggle of workers who have risen to win back violated 
human dignity and the rights to existence and should positively wage a combined joint 
struggle, utilizing all available potential means. Thus, to fulfill the desire of 
patriotic fighters Chon Tae-il and Pak Yong-chin, who unhesitatingly sacr ficed 
themselves to regain workers' rights and to make the flowers of independen:. and 
democracy blossom, all people, including workers, peasants, students, religious 
figures, and democrats, should win back human sovereignty and expedite the arrival of 
the new spring of independence and democracy. 


BRIEF 


REPORT ON VARIOUS DELEGATIONS -- A government trade delegation of Korea headed by Choe 
Chong-kun, minister of foreign trade, to visit Mongolia, a Korean friendship visiting 
group of the Foreign Ministry headed by Kim Chae-suk, vice-minister of foreign affairs, 
to visit China left Pyongyang Monday. On the same day a friendship delegation of the 
Vaasa branch of the Finland-Korea Association arrived in Pyongyang. A home-visiting 
group of Koreans in Japan headed by Choe Tong-ok, permanent adviser to the Union of 
Korean Literary Men and Artists in Japan, a home-visiting group of educational workers 
of Chongnyon, a delegation of Korean youth and students in Japan and the 108th 
short-term home-visiting group of Koreans in Japan arrived in Wonsan. [Text] [Pyongyang 
KWA in English 1537 GMT 3 Aug 87 SK] 
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MAJOR LABOR DISPUTES SETTLED AFTER NEGOTIATIONS 


SK040133 Seoul THE KOREA TIMES in English 4 Aug 87 p 3 


[Text] All of the labor disputes at the big industrial firms in Pusan and Ulsan have 
been settled autonomously Saturday and Sunday through accords between the management 
and striking workers. 


Strikes and demonstrations by workers demanding more wages and better working 
conditions last week swept a total of 13 industrial firms including Hyundai 
Shipbuilding and Engineering Co. and Hyundai Heavy Industries, both in Ulsan, and the 
Kukue Corporation in Pusan. 


The Hyundai Precision & Ind. Co. and the Taekwang Industrial Co. were the only 
workshops where the disputes remained unsettled until last weekend. 


But, the week-long disputes at the two firms came to an end Sunday when the management 
and picketing workers reached compromises after painstaking negotiations. 


About 1,200 workers of the Taekwang Industrial Co. ended a week-long protest Suwuday 
night after 10 representatives struck a deal with fous managers of the firm in a 
marathon meeting which lasted 13 hours. 


In compromise, the management promised the workers to raise wages by 12 percent, 
implement paid summer leaves and pay them family allowances. As a result of the deal, 
Taekwang workers resumed work starting yesterday. 


About 1,700 workers of the Hyundai Precision & Ind. Co. in Ulsan also stopped a sit-in 
protest Sunday afternoon after making a compromise with the management. 


The workers accepted a deal stipulating a pay increase and immunity for the masterminds 
of the strike and went into a three-day summer leave until Wednesday. 


Earlier, the workers staged violent demonstrations on the premises of the firm, 
demanding the management hike wages by as much as 35 percent. 


Some workers wielding iron pipes intruded into the main building of the company, 
smashing hundreds of windows and breaking furniture. They even smashed computer 
terminals in the computer room in the building. 


Meanwhile, about 200 coal miners at the Hwangji Coal Mine in Taebaek City, Kangwon-do, 
ended a strike Sunday afternoon after making a compromise with the management of the 
coal mine. The miners have staged a sit-in at the mine office since early last week, 
demanding a pay hike and the improvement of working conditions. 


Small-scale protests by workers, however, continued at five firms across the nation as 
of yesterday. 


About 40 to 80 workers are picketing at the Samik Shipping Co. in Pusan, the Taejin 
Call Taxi Co. in Seoul, the Sungjin Enterprise Taxi Ce. in Inchon, the Taeha machinery 
Co. in Puchon and the Dengnam Remicon Co. in Masan, respectively. 
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SIT-IN DEMONSTRATIONS INCREASE IN SEOUL 


SK040507 Seoul YONHAP in English 0428 GMT 4 Aug 87 


[Text] Seoul, Aug. 4 (YONHAP) -- While South Korea's politics move slowly and steadily 
toward democratization, sit-in demonstrations by some radical and discontented elements 
are increasing. 


Many people are concerned over the possibility of social unrest since petitions by such 
groups are often filled with unreasonable demands in defiance of laws and regulations, 
while the groups stage sit-in demonstrations at city hall even when they can resolve 
the issues by themselves. 


About 50 hotel taxi drivers staged a sit-in demonstration in Seoul city hall Monday 
afternoon, demanding that the authorities withdraw its revocation of their taxi 
company's business license and that the company offer retirement pay and a bonus. The 
drivers were known to have been staging sit-in demonstrations in Seoul city hall and in 
the plaza in front of the city hall building several times, beginning July 8. 


The Seoul city government revoked the company's business license since it had charged 
passengers umreasonable fares. The city government also guaranteed the taxi drivers 
other jobs. 


City officials said the drivers have no right to demand retirement pay by claiming the 
labor standard law because they worked for the company for less than one year, and 
since they were paid on a daily basis, rather than monthly. 


In the meantime, about 20 residents of municipal apartments in Seoul came to city hall 
in droves last Friday to call for a change in their apartment management company. 


City officials said the residents themselves can change the apartment management 
companies and should attempt to solve the problem by themselves rather than demonstrate 
at city hall. 


Tenants of houses leased on a deposit basis in several redevelopment areas destined for 
urban renewal have also been staging sit-in demonstrations in city hall and ward 
offices every day since July 20, demanding the right to move into municipal apartments. 


The residents were granted money by the city government for moving expenses and the 
right to occupy one room in municipal apartments, but instead they rejected the city's 
offer and demanded a portion of the profits earned by the redevelopment projects in 
addition to the right to move into the apartments. 


According to city officials, group petitions have rapidly increased recently, and many 
of their deamnds can be resolved by the petitioners themselves. 


"Some petitioners stage sit~in demonstrations, insisting that they meet the mayor. 
However, many of their issues are unreasonable demands that the city cannot possibly 
accept," an official said. "Those people should not think tht group sit-ins can force 
the government to accept any of their demands. And the government should take strict 
administrative steps according to administrative orders, laws and regulations," he 
added. 
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CONSTITUTIONAL REFORM TALKS HIT ‘SNAG' 


0W031317 Tokyo KYODO in English 1301 GMT 3 Aug 87 


[Text] Seoul, Aug. 3 KYODO -- South Korea's ruling and opposition parties opened the 
second round of talks Monday to pave the way for constitutional reform and free 
presidential elections, with the opposition demanding that the constitution include a 
ban on political interference by the military. 


Although the ruling Democratic Justice Party (DJP) and the main opposition 
Reunification Democratic Party (RDP) sat down to their first set of talks on 
constitutional reform only Friday, negotiations have already hit a snag at an early 
stage, indicating that the formation of a constitution acceptable to both sides could 
be difficult. 


Opening the second round of talks on the contents of the preamble or opening to the 
constitution, ruling party negotiators rejected opposition demands that the section 
include a ban on military interference in political affairs and a clause stipulating 
that the people have the right to resist. 


Taking the offensive, RDP members cited a recent remark by Army Chief of Staff Gen. Pak 
Hui-to to the Korean press pointing out that something unfortunate may occur if 
opposition leader Kim Tae-chung runs as a presidential candidate late this year. 


DJP members, however, argued that the present Constitution already contains a safeguard 
preventing the military from interfering in political affairs. 


On the issue of the people's right to resistance, the ruling party rejected the demand 
proposing as an alternative expanded basic rights. 


Both sides have agreed to set August <0 as the deadline for the drafting of a new 
constitution which will stipulate the conditions and term of office for the nation's 
president and open the way for the first direct presidential elections in South Korea 
since 1971. 


Meanwhile, opposition leaders Kim Yong-sam, RDP president, and Kim Tae-chung agreed 
Monday to join forces and field only one candidate in the upcoming presidential 
elections. The two leaders are expected to meet Thursday to discuss Kim Tae-chung's 
entry into the RDP. During a recent visit to his home province, Kim indicated his 
intent to run for president. He has also indicated that the problem of which candidate 
will fielded under the RDP ticket should only be dealt with following the drafting of a 
new constitution. 


Disagreement Over Preamble 
SK040119 Seoul THE KOREA TIMES in English 4 Aug 87 pl 


[Text] The bi-partisan committee for constitutional revision reached an accord on 
minor clauses such as protecticn of Koreans overseas and the formulation of positive 
unification policy but failed to form a consensus on the contents of the preamble of 
the new constitution yesterday. 


The major opposition Reunification Democratic Party insisted that the military 
neutrality in politics, the civil rights to resist an illegitimate government and thie 
“democratic spirit of the 1980 Kwangju uprising" should be included in the preface of 
the new constitution. 
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However, the government party clarified its firm rejection of the "three principles" in 
the preamble. The two parties agreed to discuss the issues later. 


In the second meeting of the eight-member political talks on rewriting the basic code, 
the major opposition party spent lengthy hours, making a strong call for the 
articulation of the noninterference of the military in politics. 


The government party was basically in agreement with RDP's assertion that the military 
should remain neutral in politics but it declined to include the phrase “as it is only 
too natural" for the military to remain aloof in politics. 


Rep. Pak Yong-man vice president of the major opposition party who belongs to the 
Tonggyo-dong faction led by Kim Tae-chung stressed that the recent “controversial 
remarks" by the Army chief of staff strengthened the opposition's conviction to declare 
the neutrality of the military in politics. 


The DJP said that is in full accord with the assertion that civilians must be provided 
with the right to resist an illegitimate government. But in Korean political setting, 
the code is feared to be misused for a “scheme to topple the government in a violent 
and revolutionary manner. 


The opposition intended that acting DJP chairman No Tae-u's democratic reform proposal 
was, in fact, the result of people's resistance against “unjust and illegitimate 
government." 


The DJP did not take up a clear-cut position or offer explanations on the opposition 
demands that the democratic spirit of the Kwangju uprising be highlighted in the preface 
of the new constitution. 


Although they failed to reach a compromise on the preamble, they agreed on how to 
rewrite the general provisions of the new constitution. 


For example, they shared an identical view that the constitution "must specify the 
protection of the interests and rights of Koreans overseas. 


DJP EXECUTIVE COUNCIL FINALIZES DRAFT CONSTITUTION 


SKO40045 Seoul THE KOREA TIMES in English 4 Aug 87 p 2 


[Text] The Democratic Justice Party finalized a draft amendment to the Constitution 
adopting the direct presidential election system in a meeting of the Central Executive 
Council yesterday. It was presented at the inter-party negotiation held in the 
afternoon. 


The majority party draft amendment provides that the next president will be elected by 
direct popular vote 40 days before the new basic charter comes into effect. 


According to the appendix of the DJP draft amendment, the new basic law will go into 
effect on Feb. 25, 1988 the day after the term of the incumbent president expires. 


Therefore, the election of the next president should be held before Jan. 16 next year 
at the latest under the DJP draft amendment. 
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It also provides that a presidential candidate must reside in the country continuously 
for five years or longer and reach the age of 40 by the day of the election. 


The clause on the requirements for the presidential candidacy are certain to face 
strong objections from the opposition camp in the substantial negotiation on the 
amendment with the major opposition Reunification Democratic Party as Kim Tae-chung 
could be subject to it. 


The opposition leader, who seeks the presidency, returned home Feb. 8, 1985 after a 
two-year stay in the United States. 


The DJP draft amendment also stipulates that, in case a vacancy occurs in the office of 
the President, a successor should be elected immediately. In this case, the 
newly-elected president shall serve a full six year of office. 


Until the inauguration of the new President, the prime minister will perform the duties 
as President. 


The DJP draft amendment is composed of the preamble, 129 articles and five 
supplementary provisions. 


It did not install a vice president in contrast to the draft of the major opposition 
Reunification Democratic Party. 


The DJP draft amendment features the strengthening of the power and authority of the 
legislature. 


It provided for the revival of the parliamentary right to audit government spending and 
investigate state organs through its exercise may be restricted by law. 


The number of National Assembly men shall be more than 200 and their term of office 
shall be four years. The proportional representation system is to be maintained under 
the DJP draft amendment. 


A quorum for the convocation of an extraordinary session of the National Assembly shall 
be reduced from the current one third of the Assembly to a quarter. 


There will be no limit on the annual total period of the House Session. 


EAS 4 Aug 87 SOUTHEAST ASIA H 1 
BRUNEI, MALAYSIA & SINGAPORE 


MALAYSIA 


SAUDIS ASSURE OFFICIALS OF NO MALAYSIAN CASUALTIES 


BKO31433 Kuala Lumpur International Service in English 0800 GMT 2 Aug 87 


[Text] The Saudi authorities have given an assurance that all Malaysian pilgrims now 
performing the hajj in the holy land are safe. Director General of the Pilgrims 
Management and Funds Board (Datuk Hajj Hanafiah Hajii Akhmad) said none of the 
Malaysian pilgrims were involved in the massive demonstration by Iranian pilgrims in 
Mecca yesterday. 


Minister in the Prime Minister's Department Datuk Hajj Yusuf Noor, who is also im Mecca 
performing the hajj, called on some Malaysian pilgrims and expressed [words indistinct] 
safety. 


Embassy Accounts for Pilgrims 
BKO40914 Kuala Lumpur NEW STRAITS TIMES in English 3 Aug 87 p 1 


[Excerpt] Kuala Lumpur, Sunday [2 August] -- The official death count of yesterday's 
clashes at the Grand Mosque in Mecca was put at 402, the Head of Chancery at the 
Malaysian Consulate in Jeddah, Encik Mokhtar Aki, said today. 


Encik Mokhtar told the NEW STRAITS TIMES in a telephone interview that of the dead, 275 
were Iranians, 85 were Saudi citizens and security men, and 42 were of other 
nationalities. 


“Our pilgrims were told earlier by the head of the Hajj mission not to go out as the 
Iranians had sent circulars that a demonstration would be staged. As far as I know all 
the Malaysian pilgrims are safe," he said. 


Encik Mokhtar said the Malaysian Hajj mission here also advised Malaysian pilgrims not 
to get involved in the procession staged by the Iranians. 


The official announcement on the death toll was made by Saudi television, added Encik 
Mokhtar. 


"The announcement was made by the Saudi Council of Ministers, which expressed sorrow 
and regret over the incident involving Iranian pilgrims that started with their 
procession after the evening prayer," he said. Encik Mokhtar also said that the 
procession, according to Saudi law, was violation of all the sublime teachings of 
Islam. [passage omitted] 
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COUNCIL DECREE ISSUED ON TAX/TION POLICY 


BKO40701 Vientiane PASASON in Lao 1200 GMT 30 Jul 87 ppl, 7 


[Decree issued by Council of Ministers and signed by Council Chairman Kaysone Phomvihan 
on state taxation policy; dated 26 June 1987] 


[Text ] In order to implement the resolution of the fourth party congress and 
Resolution No 61 of the Council of Ministers on the transformation of economic 
management and to unify the implementation of the duty policy throughout the country 
with a view to promoting production; encouraging all economic sectors to vigorously 
carry out business production, broadening the circulation of goods; materializing the 
economic, agricultural, forestry, and industrial structures; leveling off the incomes 
among people of various classes; guaranteeing the sources of state revenues; and 
tranquilizing the markets of currency and prices, the Council of Ministers has decided 
the following: 


Article 1: All state-run, collective, state-private, and private economic sectors, 
including those aliens who operate businesses in the agro-forestry, industrial, 
handicrafts, transport, construction, export-import trading, cultural, social, and 
various service branches, as well as those who earn income from rental service and who 
work with and receive salaries from international organizations and foreign companies 
in Laos, must perform the obligation of contributing taxes to the state revenues from 
their incomes. 


Article 2: The state taxation policy is aimed at promoting the implementation of the 
socialist business accounting system in various collective state enterprises and 
state-private joint ventures and encouraging the private sectors to invest in business 
production in various branches. Warious industrial and handicrafts production units 
which have just been restored or newly set up are allowed by the state to be exempt 
from duty for 3 years from the starting date of their production or service. 


Article 3: The state will collect taxes at one time for each category, such as the 
export-import production and the retailing categories, for a certain period -- l-month, 
3-month, 6-month, or 1-year’ period. Regarding the export-import category in 
particular, the tax will be collected on each specific occasion and only one type of 
tax will be imposed on it. The tax rate is mainly based on the amounts of profits or 
business incomes. This depends on the types of businesses or the accounting methods of 
each branch of work. For the business production units with a normal standard business 
accounting system, the amount and rate of duty will be calculated in a wholesale manner 
on the basis of a 3-to 5-year period. 


Article 4: With the exception of the agricultural tax, the state will collect taxes at 
the same rate from all economic sectors which operate a business in only one specific 
field. The taxation policy toward each branch is as follow: 


A. The agricultural tax: The state will collect tax in the form of products or money 
from cooperatives or private farmers who produce grain. The tax rate will be based on 
the grain productivity and land acreage. For those who make a living from industrial 
crops and fruit trees, the amount of tax to be collected from them will be based on the 
incomes they gain from selling their products. The rate of tax will remain at the same 
level for a period of 3 to 5 years, beginning 1986. 
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For the rice farming products, taxes will be collected in four categories as follow: 
1) -- Category 1: For farms with rice productivity of 3,501 kg or more per hectare, 
the amount of paddy to be collected as tax will be 160 kg per hectare per year; 2) -- 
Category 2: for farms with rice productivity of 3,001 to 3,500 kg per hectare, the 
amount of paddy to be collected as tax will be 140 kg per hectare per year; 3) -- 
Category 3: for farms with rice productivity of 2,501 to 3,000 kg per hectare, the 
amount of paddy to be collected as tax will be 120 kg per hectare per year; and 4) -- 
Category 4: for the farming with the rice productivity of 2,500 kg or less per 
hectare, the amount of paddy to be collected as tax will be 100 kg hectare per year. 


With regard to the shifting rice cultivation in the highlands taxes will be collected 
under two categories as follow: Category 1: for the slash-and-burn and rotation rice 
planting, an amount of 70 kg of paddy per hectare will be collected as tax; Category 2: 
for the terraced rice farming, an amount of 40 kg of paddy per hectare will be 
collected as tax. 


With regard to industrial crops and fruit trees planted such as coffee, cardamom, and 
tea, 60 percent of the incomes gained from the products each year will be collected as 
tax. For all fruit trees, 6 percent of the incomes gained from the products each year 
will be collected as tax. 


The state will grant exemptions or give allowances on agricultural tax for the 
following cases: families of disabled or those who have sacrificed their lives in 
fighting for the revolution, families of those who suffer leprosy, and families of 
those who earn their living cultivating crops or rice with the yields of less than 100 
kg of paddy per person per annum. For the terraced rice farming in newly reclaimed 
mountainous areas, exemption from tax will be granted for the first 5 years; exemption 
from tax for the first 3 years will be granted to those who engage in new rice farming 
in the plains; exemption from tax for first 2 years will be granted to those who earn a 
living from rice farming on fallow land which has been abandoned for 2 to 4 years. An 
exemption from tax will be also varyingly granted to those who earn a living from rice 
farming on restored fallow land which is abandoned with sufficient reason less than 2 
years. For rice farming on land which is turned to permament crop cultivation, 
exemption from tax will be granted for the first 5 years. 


B. Timber exploitation tax: Various timber exploitation business units must pay taxes 
to the state for use in preserving and conserving forests. The calculation of taxes to 
be collected will be based on the volume in cubic meters and the types of timber. The 
tax rate will range from 5 to 45 percent of the wholesale prices of industrial products. 


C. Business duty: 1) -- For the business production units in the country: the state 
will collect business duty from the business production units in the industrial, 
construction, transport, trading, and service branches after they have completed 
distributing goods and providing services. For the production tool production units, 
production units which produce goods for export, and other units which operate the 
transport and construction service and which produce medicines and salt, the rate of 
duty will be lower than that collected from other products. The state will collect the 
business duty at one rate -- one percentage rate -- for each specific type of goods or 
service. For the exploitation and processing industry, the duty rate will be ranged 
from zero to 75 percent of the profits gained from various types of goods. [paragraph 
continues ] 
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The duty rate for handicrafts products will range from zero to 5 percent of the 
business incomes; the rate for construction of foundations will be 3 percent of the 
construction costs; the rate for the transportation of goods and the passenger service 
will range from zero to 5 percent of the business incomes; the rate for retail trading 
will be 5 percent of the business incomes; the rate for repair services will be 5 to 10 
percent of the business incomes; and the rate for the hotel, food and drink, and other 
services will range from 5 to 20 percent of business income. 


For those who earn a living trading agricultural and forestry products by putting the 
products in circulation in the country before paying tax, the state will collect tax 
from them following each circulation and the rates of tax will be based on the units of 
the products -- per head for cattle and pigs and by kilogram for forestry and farm 
products. The rates for each head of cattle and each pig and for each kilogram of 
forestry and agricultural products will be 6 percent of the selling prices at the 
places and time of tax collection. After the tax is paid, the goods can be freely 
circulated throughout the country. As for the retailers, they must pay the business 
duty in the retailing category. For the familiy economy of cadres, soldiers, workers, 
state employees, and cooperative members, no tax is imposed on it. 


2. For the export-import business units: for the export tax, the state will collect 
the export taxes from them under the following two categories: the rate of tax for 
exported strategic goods will be collected in accordance with Decree No 18 dated 20 
April 1987 of the Council of Ministers; the rate of tax for all types of ordinary goods 
for export will be the same, ranging from 1 to 30 percent of the exporting prices. At 
the border checkpoints of the LPDR or at the places where goods are handed over to the 
countries buying the goods, the state grants exemption from export tax for the goods 
exported for paying debts in accordance with intergovernmental contracts and 
cooperation projects, and for samples of goods exported to seek markets. 


Regarding the import tax, it will be collected as a percentage of the import price in 
kip currency based on the calculation of the buying prices in foreign currency 
multiplied by the rate of exchange. Import tax rates are varied as_ follows: 
Machinery, spare parts, and raw materials: from zero to 30 percent; construction 
materials: from 5 to 50 percent; fuel: from zero to 60 percent; consumer goods: zero 
to 100 percent. 


Those goods in which import taxes have been paid can be freely circulated throughout 
the country. But, business duty must be paid at the retailing juncture for district 
revenues. The state will grant exemption of import tax only for the types of goods 
which serve special purposes. 


3. The state collects income taxes from the people who earn incomes from the rental of 
property and who work for and earn salaries from foreign organizations located in 
Laos. Details are as follow: the rate of rental tax is ranged in multiple manner from 
30 to 60 percent of the rent; the rate of income tax of those who work for foreign 
Organizations ranges from 5 to 10 percent of the salaries. 


Article 5: To manage all social activities and to reduce the burden of executive 
budgetary expenses, the state will separately fix various fees for nonbusiness 
activities. 
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Article 6: Regarding business registration, all state-run, collective, state-private, 
and private business production units, including aliens who operate businesses in Laos 
must register their businesses with the financial organizations at their levels and 
must pay the business duty to them. 


Article 7: It is the sole right of the financial organizations at each level to 
collect taxes and duties of various types within their respective limits. The tax and 
duty payments must be done mainly through the banks. 


Article 8: Tax cadres must respect the rights to mastery of the business units and the 
rights to collective mastery of the people. They should not exercise their rights or 
perform their duties in a way that runs counter to the state's taxation policy. In 
case there is a complaint by a taxpayer, the matter must be fairly reconsidered 
accordingly. 


Article 9: The finance minister has the duty of issuing suggestions, guiding, 
following up, and inspecting the implementation of this decree by coordinating with all 
branches and administrations at all levels. 


Article 10: The financial organizations at each level have the duty of coordinating 
with the administration in widely and thoroughly publicizing this decree on taxation 
policy of the state in various business units, cooperatives, and among the people in 
order to together make arrangements for an effective implementation. 

Article 11: This decree comes in to effect from the date of signing. All previous 
decrees and instructions which run counter to the contents and spirit of this decree 
are null and void. 

[Signed] Kaysone Phomvihan, chairman of the Council of Ministers. 


[Dated] Vientiane, 26 June 1987. 


DIPLOMATIC RELATIONS ESTABLISHED WITH SDAR 


BKO31431 Vientiane KPL in English 0900 GMT 3 Aug 87 


[Text] Vientiane, August 3 (KPLO -- The Lao PDR and the Democratic Arab Republic of 
Sahara [SDAR] have reached a joint decision on the establishment of diplomatic 
relations between the two countries. 


A joint declaration released here today by the Lao Foreign Ministry reads that the two 
countries, desirous to untiringly work for peace, progress and the independence of 
peoples and to strengthen their existing bilateral relations of friendship and 
solidarity, have established diplomatic relations at amabassadorial level as from today 
(Aug. 3). 


The two sides will later apoint their respective ambassadors. 
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GOVERNMENT RESPONSE TO JAIME FERRER ASSASSINATION 


Increased Security for Cabinet 
HKO40235 Manila Far East Broadcasting Company in English 2300 GMT 3 Aug 87 


[Text] President Aquino yesterday ordered tight security for cabinet members following 
the assassination of Local Government Secretary Jaime Ferrer. The president issued the 
order during a meeting of the crisis committee of the cabinet. It was disclosed during 
the meeting that several cabinet members have received death threats. Press Secretary 
Teodoro Beningno refused to identify the threatened cabinet members, but sources said 
they include other top government and military officials, including Comelec [Commission 
on Elections] Chairman Ramon Felipe and Chief of State General Fidel Ramos. During the 
crisis committee meeting, urgent measures to deal with lawless elements were also 
discussed. They include the stricter enforcement of gun-control laws and a system of 
citizens’ involvement in tracking down criminals and rebel elements. 


President Aquino also announced that the late Secretary Ferrer will be awarded the 
Legion of Honor with the highest rank. A state funeral will also be held for him. The 
Local Government Secretary's body is now lying in state at the San Agustin Church in 
Intramuros. 


Meanwhile, military and police yesterday (?filled) Metro Manila as the government 
launched a massive hunt for the suspects in the ambush slaying of Secretary Ferrer. 
Metropolitan military and police Commander Major General Alexander Aquirre assembled a 
special task force to tap intelligence and security operatives to hunt the suspects, 
believed to be still within metro Manila. 


A police dragnet has been thrown over the metropolis immediately after Ferrer's slaying 
at 6:45 Sunday in Paranaque. Ferrer was on his way home from church when attacked. 
His only companion, driver-security man Jesus Calderon, also died immediately. 
Roadblocks were set up and police mobile checkpoints were all over the capital region 
as investigators worked round the clock on the case. 


The president expressed concern over the security of her cabinet officials and other 
government officials, especially those who received death threats like Mr Ferrer. 


Unconfirmed reports said the police have picked up four suspects in the Ferrer killing 
at a squatter area in Paranaque. Reports said one of the suspects resembles one of the 
sketches that the NBI [National Bureau of Investigation] artist made of the suspects. 
Details were not disclosed. One of the suspects who was picked up was tagged as an NPA 
hitman. 


Outraged by the ambush slaying of Secretary Ferrer and his driver, Speaker Ramon Mitra 
yesterday called on police authorities to come up with results. Mitra told newsmen if 
they cannot produce results, they should resign; if they do not resign, they should be 
replaced. Mitra's demand was carried in a resolution passed by the lower house 
expressing condemnation for Ferrer's killing. The resolution demanded that law 
enforcement authorities solve the Ferrer killing within a resonable time or they should 
resign. 
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At the Senate, a similar but milder resolution was passed by the chamber. Its main 
declaration, however, was on expressing grief and condemmation about Ferrer's killing. 


With Secretary Ferrer's death, Under Secretary Lito Monico Lorenzana was named 
department acting officer-in-charge [OIC]. Assistant Secretary William Esposo, public 
affairs officer, said the designation of Lorenzano as OIC will last until such time as 
President Aquino shall assign a replacement for the late secretary. Esposo said the 
Department of Local Government has so many things to do, especially with the 
approaching local election. 


Police Arrest Suspect 
HKO40727 Quezon City Sports Radio 738 in English 0700 GMT 4 Aug 87 


[Text] Police acting on a tip today arrested a man suspected of involvement in the 
slaying of local Government Secretary Jaime Ferrer Sunday night. Major Romeo Maganta 
of the Western Police District said the suspect was picked up in a raid at his house in 
Manila following information that he was among thre assassins who shot dead Secretary 
Ferrer and his driver. Maganta told the REUTER News Agency that the man has facial 
similarities with the police artist sketch of one of suspected gunmen drawn from [word 
indistinct] provided by witnessess. The man, who identified himself to police as a 
government employee, denied being involved in the murder. But police said they are 
detaining him for a confrontation with witnessess to the killing. The police refused 
to reveal other details of the man except that he is in his thirties. 


CAPCOM Handles Investigation 
BKO31655 Quezon City RPN 9 Television Service in English 1030 GMT 3 Aug 87 


[Excerpt] Armed Forces Chief Fidel Ramos ordered all military and police units to 
assist in the investigation into the brutal slaying of Local Government Secretary Jaime 
Ferrer and his driver in Paranaque last night. The investigation is now being handled 
by CAPCOM [Capital Command] Chief General Alexander Aquirre. 


[Begin recording] [Gabby Aurillo] CAPCOM Chief General Alexander Aquirre today 
complied with the presidential directive for a stronger grip on losse firearms by 
summoning all police superintendents and high-ranking police officials following the 
assasination of Secretary Ferrer and his driver. Thereupon, a special tasks force was 
created, and upon his instruction, Colonel Jose Balbas of the Paranaque Police Station 
released the [word indistinct] of one of the prime suspects. 


[Col Jose Balbas] One has short curly hair, black complexion, clean shaven, about 5 
feet 8 inct2s tall, wearing short pants. The other has a white complexion, 
mustachioed, about 5 feet 8 imches tall, wearing long pants and about 26 years old. 
[end recording] 


In what is considered a serious blow to the Aquino administration Secretary Ferrer 
being the first high-ranking government official to die under the present leadership, 
speculations have been running wild as to the responsibility of the killing, ranging 
from leftist elements to political vandetta. The police however, would rather keep its 
cards stacked until after a thorough investigation. 


[Begin Aquirre recording] These are actually angles we are looking into, and all 
possible angles are being looked into in this matter, so it would be premature to do 
any announced on the matter. [end recording] 
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At the Public Works Department and in many offices today, masses were held in honor of 
the late secretary whose death, officials say, has now compelled the government to 
enforce stricter measures short of martial law. 


[Begin recording of Secretary of Public Works and Highways Vicente Jayme] Of course we 
must always be careful that at the same time we do not fall into the same position as 
the past dictatorship. On the other hand, you are correct that the situation calls for 
a stronger, firmer hand, and I have reason to believe that this would be seriously 
looked at into, steps are pursued along this line. [end recording] 


7.9 PERCENT INFLATION REGISTERED IN JUNE 


HKO31317 Quezon City THE MANILA TIMES in English 3 Aug 87 p 13 


[Text] Price increases were registered in June owing to rocketing prices of such basic 
items as rice, corn, fruits, vegetables, dairy products and meat. This can be gleaned 
from data released by the National Economic and Development Authority (NEDA) over the 
weekend. 


The increase in consumer products brought the inflation rate which is the rate of 
increase of consumer goods -- to 7.9 percent in metro Manila, the highest rate of 
inflation recorded since 1986. Inflation rate in May reached 2.54 percent. 


Prices of corn rose to P6.29 per kilo in June from only P6.16 the previous month. The 
price of dressed chicken also went up from P37.52 per kilo in May to P41.80 in June. 


The price of fish (tuyo) also rose from P41.60 to P43.04 in June while fresh fish 
(bangus), which cost P31.88 per kilo last May, was priced at P32.97 per kilo in June. 


The price of assorted tomatoes registered the largest increase, NEDA data showed. From 
only P5.19 per kilo last May, the price of assorted tomatos rose to as much as P9.00 
per kilo. 


Onion, which only cost P4&.95 per kilo in May, surged to as much as P6.85 per kilo in 
June, according to NEDA statistics. 


The price of rice, however, remained relatively stable. From P6.65 per kilo in May, 
the price of rice only grew to P6.66, indicating a relatively adequate supply of this 
commodity. 


Beef also registered a minimal price increase. From P68.68 per kilo in May, the price 
of beef was placed at P69.42. 


Price decreases, on the other hand, were registered on a number of consumer goods such 
as sweet potatoes, mongo, and eggs (white leghorn). 


From P3.23 in May, the price of sweet potatoes dropped to P3 22 per kilo in June, which 
compares favorably to its price in Jume last year which was placed at P3.88 per kilo. 
Green mango also dropped from P16.06 per kilo in May to P15.95 per kilo in June and 
from a high of P16.68 per kilo during the same period last year. Prices of eggs (white 
leghorn) also went down from P15.75 per kilo in June last year. 


EAS 4 Aug 87 L 4 SOUTHEAST ASIA 
PHILIPPINES 


PAPER PUBLISHES OMNIBUS INVESTMENTS CODE OF 1987 


HK300449 Manila MANILA BULLETIN in English 28 Jul 87 pp 24, 25, 26 


[Text] WHEREAS, the Government is committed to encourage investments in desirable 
areas of activities; 


WHEREAS, to facilitate investment, there is a need to adopt a cohesive and consolidated 
investments incentives law; 


WHEREAS, it is imperative to integrate basic laws on investment, to clarify and 
harmonize their provisions for the guidance of domestic and foreign investors. 


NOW, THEREFORE, I CORAZON C. AQUINO, President of the Philippines, do hereby order and 
ordain the following: 


PRELIMINARY TITLE 
CHAPTER I. TITLE AND DECLARATION OF POLICY 


Art. 1. Short Title -- This Order shall be known as the "Ominibus Investment Code" of 
1987. 


Art. 2. Declaration of Investment Policies. -- To accelerate the sound development of 
the national economy in consonance with the principles and objectives of economic 
nationalism and in pursuance of a planned economically feasible and practical dispersal 
of industries and the promotion of small and medium scale industries, under conditions 
which will encourage competition and discourage monopolies, the following are declared 
policies of the State. 


1. The State shall encourage private Filipino and foreign investments in industry, 
agriculture, forestry, mining, tourism and other sectors of the economy which shall: 
Provide significant employment opportunities relative to the amount of the capital 
being invested; increase productivity of the land, minerals, forestry, aquatic and 
other resources of the country, and result in increased volume and value of exports for 
the economy. 


2. The State shall ensure holistic development by safeguarding the well-being of the 
social, cultural and ecological life of the people. For this purpose, consultation 
with affected communists will be conducted whenever necessary. 


3. The State shall extend to projects which will significantly contribute to the 
attainment of these objectives, fiscal incentives without which said projects may not 
be established in the locals, number and/or pace required for optimum national economic 
development. Fiscal incentive systems shall be devised to compensate for market 
imperfections, to reward performance contributing to economic development, be 
cost-efficient and be simple to administer. 


4. The State considers the private sector as the prime mover for economic growth. In 
this regard, private initiative is to be encouraged, with deregulation and self 
regulation of business activities to be generally adopted where dictated by urgent 
social concerns. 
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5. The State shall principally play a supportive role, rather than a competitive one, 
providing the framework, the climate and the incentives with which business activity is 
to take place. 


6. The State recognizes that there are appropriate roles for local and foreign capital 
to play in the development of the Philippine economy and that it is the responsibility 
of Government to define these roles and provide the climate for their entry and growth. 


7. The state recognizes that industrial peace is an essential element of economic 
growth and that it is a principal responsibility of the State to ensure that such a 
condition prevails. 


8. Fiscal incentives shall be extended to stimulate the establishment and assist 
initial operations of the enterprise, and shall terminate after a period of not more 
than 10 years from registration or start-up operation unless a specific period is 
otherwise stated. 


The foregoing de-laration of investment policies shall apply to all investment 
incentive schemes. 


CHAPTER II -—— BOARD OF INVESTMENTS 


Art. 3. The Board of Investments. -- The Board of Investments shall implement the 
provisions of Books One to Five of this code. 


Aet. 4. Composition of the Board -- The Board of Investments shall be composed of 
seven (7) governors: The Secretary of Trade and Industry, three (3) Undersecretaries 
of Trade and Industry to be chosen by the President: and three (3) representatives 
from other government agencies and the private sector. The Secretary of Trade and 
Industry shall be concurrently Chairman of the Board and the Undersecretary of the 
Department of Trade and Industry for Industry and Investments shall be concurrently the 
Vice-Chairman of the Board and its Managing Head. The three (3) representatives from 
the other government agencies and the private sector shall be appointed by the 
President for a term of four (4) years: Provided, That upon the expiration of his 
term, a governor shall serve as such until his successor shall have been appointed and 
qualified: Provided, further, That no vacancy shall be filled except for the unexpired 
portion of any term, and that no one may be designated to be a governor of the Board in 
an acting capacity but all appointments shall be ad interim or permanent. 


Art 5. Qualifications of Governors of the Board. -- The governors of the Board shall 
be citizens of the Philippines, at least (30) years old, of good moral character and of 
recognized competence in the fields of economics, finance, banking, commerce, industry, 
agriculture, engineering, law management or labor. 


Art 6. Appointment of Board Personnel -- The Board shall appoint its technical staff 
and other personnel subject to Civil Service Law, rules and regulations. 


Art 7. Powers and Duties of the Board -- The Board shall be responsible for the 
regulation and promotion of investments in the Philippines. It shall meet as often as 
may be necessary generally once a week on such day as it may fix. Notice of regular 
and special meetings shall be given all members of the Board. The presence of four (4) 
governors shall constitute a quorum and the affirmative vote of four (4) governors in a 
meeting validly held shall be necessary to exercise its powers and perform its duties, 
which shall be as follows: 
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(1) Prepare annually the Investment Priorities Plan as defined in Article 26, which 
shall contain a listing of specific activities that can qualify for incentives under 
Book I of this Code, duly supported by the studies of existing and prospective demands 
for such products and services on the light of the level and structure of income, 
production, trade, prices and relevant economic and technical factors of the regions as 
well as existing facilities; 


(2) Promulgate such rules ar regulations as may be necessary to implement the intent 
and provisions of this Code relevant to the Board; 


(3) Process and approve applications for registration with the Board, imposing such 
terms and conditions as it may deem necessary to promote the objectives of this code, 
including refund of incentives when appropriate, restricting availment of certain 
incentives not needed by the project on the determination of the Board, requiring 
performance bonds and other guarantees, and payment of application, registration, 
publication and other necessary fees and when warranted, may limit the availment of the 
tax holiday incentive to the extent that the investor's country law or treaties with 
the Philippines allows a credit for taxes paid in the Philippines; 


(4) After duelhearing, decide controversies concerning the implementation of the 
revelant books of this Code that may arise between registered enterprises or incestors 
therein and government agencies, within thirty (30) days after the controversy has been 
submitted for decision: Provided, that the investor or the registered enterprise may 
appeal the decision of the Board within thirty (30) days from receipt thereof to the 
President; 


(5) Recommemd to the Commissioner of Immigration and Deportation the entry into the 
Philippines for employment of foreign nationals under this code; 


(6) Periodically check and verify, either by inspection of the books or by requiring 
regular reports, the proportion of the participation of Philippine nationals in a 
registered enterprise to ascertain compliance with its qualification to retain 
registration under this code; 


(7) Periodically check and verify the compliance by registered enterprises with the 
relevant provisions of this code, with the rules and regulations promulgated under this 
code and with the terms and conditions of registration; 


(8) After due notice, cancel the registration or suspend the enjoyment of incentives 
benefits of any registered enterprise and/or require refund of incentives enjoyed by 
such enterprise including interest and monetary penalties, for (a) failure to maintain 
the qualifications required by this code for registration with the Board or (b) for 
violation of any provisions of this code, of the rules and regulations issued under 
this code, of the terms and conditions of registration, or of laws for the protection 
of labor or of the consuming public: Provided, That the registration of an enterprise 
whose project timetable, as set by the Board is delayed by one year, shall be 
considered automatically cancelled unless otherwise reinstated as a _ registered 
enterprise by the Board; 


(9) Determine the organizational structure taking into account Article 6 of this Code; 
appoint, discipline and remove its personnel consistant with the provisions of the 
Civil Service Law and Rules; 


EAS 4 Aug 87 L 7 SOUTHEAST ASIA 
PHILIPPINES 


(10) Prepare or contract for the preparation of feasibility and other pre-investment 
studies for pioneer areas either upon its own initiative; or upon the request of 
Philippine nationals who commit themselves to invest therein and show the capability of 
doing 30: Provided, That if the venture is implemented, then the amount advanced by 
the Board shall be repaid within five (5) years from the date the commerical operation 
of said enterprise starts; 


(11) When feasible and considered desirable by the Board, require registered 
enterprises to list their shares of stock in any accredited stock exchange or directly 
offer a portion of their capital stock to the public and/or their employees; 


(12) Formulate and implement rationalization programs for certain industries whose 
operation may result in dislocation, overcrowding or inefficient use of resources, thus 
impeding economic growth. For this purpose, the Board may formulate guidelines for 
progressive manufacturing programs, local content programs, mandatory sourcing 
requirements and dispersal of industries. In appropriate cases and upon approval of 
the President, the Board may restrict, either totally or partially, the importation of 
any equipment or raw materials or finished products involved in the rationalization 
program; 


(13) In appropriate cases, and subject to the conditions which the Board deems 
necessary, suspend the nationality requirement provided for in this Code or any other 
nationalization statute in cases of ASEAN projects or investments by ASEAN nationals in 
preferred projects, and with the aporoval of the President, extend said suspension to 
other international complementation arrangements for the manufacture of a particular 
product on a regional basis to take advantage of economics of scale; 


(14) Extend the period of availment of incentives by any registered enterprise; 
Provided, That the total period of availment shall not exceed ten (10) years, subject 
to any of the following criteria: 


(a) The registered enterprise has suffered operational force majeure [circumstances 
beyond one's control] that has impaired its viability; 


(b) The registered enterprise has not fully enjoyed the incentives granted to it for 
reasons beyond its control; 


(c) The project of the registered enterprise has a gestation period which goes beyond 
the period of availment of needed incentives; and 


(d) The operation of the registered enterprise has been subjected to unforeseen 
changes in government policies, particularly, protectionism policies of importing 
countries, ard such other supervening factors which would affect the competitiveness of 
the registered firm; 


(15) Regulate the making of investments and the doing of business within the 
Philippines by foreigners or business organizations owned in attain the purposes of 
this Code and other laws vesting additional functions on the Board. 


Art 8. Powers and Duties of the Chairman -- The Chairman shall have the following 
powers and duties: 
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(1) To preside over the meetings of the Board; 


(2) To render annual reports to the President and such special reports as may be 
requested; 


(3) To act as liaison between investors seeking joint venture arrangements in 
particular areas of investment; 


(4) Recommend to the Board such policies and measures he may deem necessary to carry 
out the objectives of this Code; and 


(5) Generally, to exercise such other powers and perform such other duties as may be 
directed by the Board of Governors from time to time. 


Art. 9 Powers and Duties of the Vice-Chairman -- The vice-chairman shall have the 
following powers and duties: 


(1) To act as Managing Head of the Board; 
(2) To preside over the meetings of the Board in the absence of the Chairman; 


(3) Prepare the Agenda for the meetings of the Board and submit for its consideration 
and approval the policies and measures which the Chairman deems necessary and proper to 
carry out the provisions of this Code; 


(4) Assist registered enterprises and prospective investors to have their papers 
processed with dispatch by all government offices, agencies, instrumentalities and 
financial institutions; and 


(5) Perform the other duties of the Chairman in the absence of the latter, and such 
other duties as may be assigned to him by the Board of Governors. 


BOOK I INVESTMENTS WITH INCENTIVES TITLE I -- PREFERRED AREAS OF {NVESTMENTS CHAPTER I 
-- DEFINITION OF TERMS 


ART. 10. “Board” shall mean the Board of Investments created under this Code. 


ART. li. “Registered Enterprise" shall mean any individual, partnership, cooperative, 
corporation or other entity incorporated and/or organized and existing under. 
Philippine laws; and registered with the Board in accordance with this Book; Provided, 
however, That the term “registered enterprise" shall not include commercial banks, 
savings and mortgage banks, rural banks, savings and loan associations, building and 
loan associations, development banks, trust companies, investment banks, finance 
companies, brokers and dealers in securities, consumers cooperatives and credit unions, 
and other business organizations whose principal purpose or principal source of income 
is to receive deposits, lend or borrow money, buy and sell or otherwise deal, trade or 
invest in common or preferred stocks, debentures, bonds or other marketable instruments 
generally recognized as securities, or discharge other similar intermediary, trust or 
fiduciary functions. 
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ART. 12. "Technological assistance contracts" shall mean contracts for: (1) the 
transfer, by license or otherwise, of patents, processes, formulas or other 
technological rights of foreign origin; and/or (2) foreign assistance concerning 
technical and factory management, design, planning, construction, operation and similar 
matters. 


ART. 13. "Foreign loans" shall mean any credit facility or financial assistance other 
than equity investment denominated and payable in foreign currency or where the 
creditor has the option to demand payment in foreign exchange and registered with the 
Central Bank and the Board. 


ART. 14. "Foreign Investments" shall mean equity investments owned by a non-Philippine 
national made in the form of foreign exchange or other assets actually transferred to 
the Philippines and registered with the Central Bank and the Board, which shall assess 
and appraise the value of such assets other than foreign exchange. 


ART. 15. "Philippine national: shall mean a citizen of the Philippines or a domestic 
partnership or association wholly-owned by citizens of the Philippines; or a 
corporation organized under the laws of the Philippines of which at least sixty percent 
(60 percent) of the capital stock outstanding and entitled to vote is owned and held by 
citizens of the Philippines; or a trustee of funds for pension or other employee 
retirement or separation benefits, where the trustee is a Philippine national and at 
least sixty percent (60 percent) of the fund will accrue to the benefit of Philippine 
nationals: Provided, That where a corporation and its non-Filipino stockholders own 
stock in a registered enterprise, at least sixty percent (60 percent) of the capital 
stock outstanding and entitled to vote of both corporations must be owned and held by 
the citizens of the Philippines and at least sixty percent (60 percent) of the members 
of the Board of Directors of both corporations must be citizens of the Philippines in 
order that the corporation shall be considered a Philippine national. 


ART. 16. "Preferred areas of investments" shall mean the economic activities that the 
Board shall have declared as such in accordance with Article 28 which shall be either 
non-pioneer or pioneer. 


ART. 17. "Pioneer enterprise: shall mean a registered enterprise (1) engaged in the 
manufacture, processing or production, and not merely in the assembly or packaging of 
goods, products, commodities or raw materials that have not been or are not being 
produced in the Philippines on a commercial scale or (2) which uses a design, formula, 
scheme, method, process or system of production or transformation of any element, 
substance or raw materials into another raw material or finished goods which is new and 
untried in the Philippines or (3) engaged in the pursuit of agricultural, forestry and 
mining activities and/or services including the industrial aspects of food processing 
whenever appropriate, pre-determined by the Board, in consultation with the appropriate 
Department, to be feasible and highly essential to the attainment of the national goal, 
in relation to a declared specific national food and agricultural program for 
self-sufficiency and other social benefits of the project or (4) which produces 
non-conventional fuels or manufactures equipment which utilize non-conventional sources 
of energy or uses or converts to coal or other non-conventional fuels or sources of 
energy in its production, manufacturing or processing operations: Provided, That the 
final produce in any of the foregoing instances, involves or will involve substantial 
use and processing of domestic raw materials, whenever available; taking into account 
the risks and magnitude of investment: Provided, further, That the foregoing 
definitions shall not in any way limit the rights and incentives granted to 
less-developed-area enterprises provided under Title V, Book I hereof. 
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ART. 18. "“Non-pioneer enterprise" shall include all registered producer enterprises 
other than pioneer enterprises. 


ART. 19. “Expansion” shall include modernization and rehabilitation and shall mean 
increase of existing volume or value of production or upgrading the quality of the 
registered product or utilization of inefficient or idle equipment under such 
guidelines as the Board may adopt. 


ART. 20. "Measured capacity" shall mean the estimated additional volume of production 
or service which the Board determines to be desirable in each preferred area of 
investment in order to supply the needr of the economy at reasonable prices, taking 
into account the export potential of the product, including economies of scale which 
would render such product competitive in the world market. Measured capacity shall not 
be less than the amount by which the measurable domestic and country's potential export 
market demand excess the existing productive capacity in said preferred areas. For 
export market industries, when warranted the Board shall base measured capacity on the 
availability of domestic raw materials after deducting the needs of the domestic market 
therefor. 


ART. 21. Tax Credit means any of the credits against taxes and/or duties equal to 
those actually paid or would have been paid to evidence which tax credit certificate 
shall be issued by the Secretary of Finance or his representative, or the Board, if so 
delegated by the Secretary of Finance. The tax credit certificates including those 
issued by the Board pursuant to laws repealed by this Code but without in any way 
diminishing the scope of negotiability under their laws of issue are transferable under 
such conditions as may be determined by the Board after consultation with the 
Department of Finance. The tax credit certificate shall be used to pay taxes, duties, 
charges and fees due to the National Government: Provided, That the tax credits issued 
under this Code shall not form part of the gross income of the grantee/transferee for 
income tax purposes under Section 29 of the national Internal Revenue Code and are 
therefore not taxable: Provided further, That such tax credits shall be valid only for 
a period of ten (10) years from date of issuance. 


ART. 22. “Export products" shall mean manufactured or processed products the total 
F.0.B. Philippine port value of the exports of which did not exceed five million 
dollars in the United States currency in the calendar year 1968 and which meet the 
local content requirement, if any, set by the Board, and standards of quality set by 
the Bureau of Product Standards, or, in default of such standards, by the Board or by 
such public or private organization, chamber, group or body as the Board may 
designate. The above definition notwithstanding, the Investment Priorities Plan may 
include other products for exports subject to such conditions and limited incentives as 
may be determined by the Board. 


ART. 23. “Export sales" shall mean the Philippine port F.0.B. value, determined from 
invoices, bills of lading, inward letters of credit, landing certificates, and other 
commercial documents, of export products exported directly by a registered export 
producer or the net selling rice of export product sold by a registered export producer 
to another export producer or to an export trader that subsequently exports the same: 
Provided, that sales of export products to another shall only be deemed export sales 
when actually exported by the latter, as evidenced by landing certificates or similar 
commercial documents: 
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Provided, further, that without actual exportation the following shall be considered 
constructively exported for purposes of this _ provision: (1) sales to bonded 
manufacturing warehouse of export-oriented manufactures; (2) sales to export processing 
zones; (3) sales to registered export traders operating bonded trading warehouses 
supplying raw materials used in the manufacture of export products under guidelines to 
be set by the Board in consultation with the Bureau of Internal Revenue and the Bureau 
of Customs; (4) sales to foreign military bases, diplomatic missions and other agencies 
and/or instrumentalities granted tax immunities, of locally manufactured, assembled or 
repacked products whether paid for in foreign currency or not: Provided, further, that 
export sales of registered export trader may include commission income; and provided, 
finally, that exportation of goods on consignment shall not be deemed export sales 
until the export products consigned are in fact sold by the consignee. 


Sales of locally manufactured or assembled goods for household and personal use to 
Filipinos abroad and other non-residents of the Philippines as well returning Overseas 
Filipinos under the Internal Export Program of the government and paid for in 
convertible foreign currency inwardly remitted through the Philippine banking systems 
shall also be considered export sales. 


Art. 24. "Production cost" shall mean the total of the cost of direct labor, raw 
materials, and manufacturing overhead, determined in accordance with generally accepted 
accounting principles, which are incurred in manufacturing or processing the products 
of a registered enterprise. 


Art. 25. "Processing'"' shall mean converting of raw materials into marketable form 
through physical, mechanical, chemical, electrical, biochemical, biological, or other 
means or by a special treatment or a series of actions, such as slaughtering, milling, 
pasteurizing, drying or dessicating, quick freezing, that results in a change in the 
nature or state of the products. Merely packing or packaging shall not constitute 
processing. 


Art. 26. "Investment Priorities Plan" shall mean the over-all plan prepared by the 
Board which includes and contains: 


(a) The specific activities and generic categories of economic activity wherein 
investments are to be encouraged and the corresponding products and commodities to be 
grown, processed or manufactured pursuant thereto for the domestic or export market; 


(b) Specific public utilities which can qualify for incentives under this Code and 
which shall be supported by studies of existing and prospective regional demands for 
the services of such public utilities in the light of the level and structure of 
income, production, trade, prices and relevant economic and technical factors of the 
regions as well as the existing facilities to produce such services; 


(c) Specific activities where the potential for utilization of indigenous 
non-petroleum based fuels or sources of energy can be best promoted; and 


(d) Such other information, analyses, data, guidelines or criteria as the Board may 
deem appropriate. 


The specific and generic activities to be included in the Investment Priorities Plan 
with their status as pioneer or non-pioneer shall be determined by the Board in 
accordance with the criteria set forth in this Book. 
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CHAPTER II -- INVESTMENT PRIORITIES PLAN 


Art. 27. Investment Priorities Plan -- Not later than the end of March of every year, 
the Board of Investments, after consultation with the appropriate government agencies 
and the private sector, shall submit to the President an Investment Priorities Plan; 
Provided, however, that the deadline for submission, may be extended by the President. 


Art. 28. Criteria in Investment Priority Determination -- No economic activity shall 
be included in the Investment Priorities Plan unless it is shown to be economically, 
technically and financially sound after thorough investigation and analysis by the 
Board. 


The determination of preferred areas of investment to be listed in the Investment 
Priorities Plan shall be based on long-run comparative advantage, taking into account 
the value of social objectives and employing economic criteria along with market, 
technical, and financial analyses. 


The Board shall take into account the following: 


(a) Primarily, the economic soundness of the specific activity as shown by its 
economic internal rate of return; 


(b) The extent of contribution of an activity to a specific development goal; 
(c) Other indicators of comparative advantage; 
(d) Measured capacity as defined in Article 20; and 


(e) The market and technical aspects and considerations of the activity proposed to be 
included. 


In any of the declared preferred areas of investment, the Board may designate as 
pioneer areas the specific products and commodities that meet the requirements of 
Article 17 of this Code and review yearly whether such activity, as determined by the 
Board, shall continue as pioneer, otherwise, it shall be considered as non-pioneer and 
accordingly listed as such in the Investment Priorities Plan or removed from the 
Investment Priorities Plan. 


Art. 29. Approval of the Investment Priorities Plan. -- The President shall proclaim 
the whole or part of such plan as in effect; or alternatively, return the whole or part 
of the plan to the Board of Investments for revision. 


Upon the effectivity of the plan or portions thereof, the President shall issue all 
necessary directives to all departments, bureaus, agencies or instrumentalities of the 
government to ensure the implementation of the plan by the agencies concerned in a 
synchronized and integrated manner. No government body shall adopt any policy or take 
any course of action contrary to or inconsistent with the plan. 


Art. 30. Amendments. -- Subject to publication requirements and the criteria for 
investment priority determination, the Board of Investments may, at any time, add 
additional areas in the plan, alter any of the terms of the declaration of an 
investment area or the designation of measured capacities, or terminate the status of 
preference. [paragraph continues] 


EAS 4 Aug 87 L 13 SOUTHEAST ASIA 
PHILIPPINES 


In no case, however, shall any amendment of the plan impair whatever rights may have 
already been legally vested in qualified enterprises which shall continue to enjoy such 
rights to the full extent allowed under this Code. The Board shall not accept 
applications in an area of investment prior to the approval of the same as a preferred 
areas nor after approval of its deletion as a preferred area of investment. 


Art. 31. Publication. -- Upon approval of the plan, in whole or in part, or upon 
approval of an amendment thereof, the plan or the amendment, specifying and declaring 
the preferred areas of investment and their corresponding measured capacity shall be 
published in at least one (1) newspaper of general circulation and all such areas shall 
be open for application until publication of an amendment or deletion thereof, or until 
the Board approves registration of enterprises which fill the measured capacity. 


Chapter III -- Registration of Enterprises 


Art. 32. Qualifications of a Registered Enterprise. -- To be entitled to registration 
under the Investment Priorities Plan, an applicant must satisfy the Board that: 


(1) He is a citizen of the Philippines, in case the applicant is a natural person, or 
in case of a partnership or any other association, it is organized under Philippine 
laws and that at least sixty percent (60 percent) of its capital is owned and 
controlled by citizens of the Philippines; or in case of a corporation or a 
cooperative, it is organized under Philippine laws and that at least sixty percent (60 
percent) of the capital stock outstanding and entitled to vote is owned and held by 
Philippine nationals as defined under Article 15 of this Code, and at least sixty 
percent (60 percent) of the members of the Board of Directors are citizens of the 
Philippines. If it does not possess the required degree of ownership as mentioned 
above by Philippine nationals, the fol.owing circumstances must be satisfactorily 
established: 


(a) That it proposes to engage in a pioneer project as defined in Article 17 of this 
Code, which, considering the nature and extent of capital requirements, processes; 
technical skills and relative business risks involved, is in the opinion of the Board 
of such a nature that the available measured capacity thereof cannot be readily and 
adequately filled by Philippine nationals; or, if the applicant is exporting at least 
seventy percent (70 percent) of its total production, the export requirement herein 
provided may be reduced in meritorious cases under such conditions and/or limited 
incentives as the board may determine; 


(b) That it obligates itself to attain the status of a Philippine national, as defined 
in Article 15, within thirty (30) years from the date of registration or within such 
longer period as the Board may require taking into account the export potential of the 
project: Provided, That a registered enterprise which exports one hundred percent (100 
percent) of its total production need not comply with this requirement; 


(c) That the pioneer area it will engage in is one that is not within the activities 
reserved by the constitution or other laws of the Philippines to Philippine citizens or 
corporations owned and controlled by Philippine citizens; 
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(2) The applicant is proposing to engage in a preferred project listed or authorized 
in the current Investment Priorities Plan within a reasonable time to be fixed by the 
Board or, if not so listed, at least fifty percent (50 percent) of its total production 
is for export or it is an existing producer which will export part of production under 
such conditions and/or limited incentives as the Board may determine; or that the 
enterprise is engaged or proposing to engage in rendering technical, professional or 
other services or in exporting television and motion pictures and musical recordings 
made or produced in the Philippines, either directly or through a registered trader. 


(3) The applicant is capable of operating on a sound and efficient basis and of 
contributing to the national development of the preferred area in particular and of the 
national economy in general; and 


(4) If the applicant is engaged or proposes to engage in undertakings or activities 
other than preferred projects, it has installed or undertakes to install an accounting 
system adequate to identify the investments, revenues, costs, and profits or losses of 
each preferred project undertaken by the enterprise separately from the aggregate 
investment, revenues, costs and profits or losses of the whole enterprise or to 
establish a separate corporation for each preferred project if the Board should so 
require to facilitate proper implementation of this code. 


Art 33. Application. -- Applications shall be filed with the Board, recorded in a 
registration book and the date appearing therein and stamped on the application shall 
be considered the date of official acceptance. 


Whenever necessary, the Board, through the People's Economic Councils, shall consult 
the communities affected on the acceptability of locating the registered enterprise 
within their community. 


Art. 34. Approval and Registration Procedures. -- The board is authorized to adopt 
rules and regulations to facilitate action on applications filed with it; prescribe 
criteria for the evaluation of several applications filed in one preferred area; devise 
standard forms for use of applicants and delegate to the regional offices of the 
Department of Trade and Industry the authority to receive and process applications for 
enterprises to be located in their respective regions. 


Applications filed shall be considered automatically approved if not acted upon by the 
Board within twenty (20) working days from official acceptance thereof. 


Art. 35. Criteria for Evaluation of Applications. -- The following criteria will be 
considered in the evaluation of applications for registration under a preferred area: 


(a) The extent of ownership and control by Philippine citizens of the enterprises; 
(b) The economic rates of return; 


(c) The measured capacity Provided, That estimates of measured capacities shall be 
regularly reviewed and updated to reflect changes in market supply and demand 
conditions; Provided, further, That measured capacity shall not result in a monopoly in 
any preferred area of investment which would unduly restrict trade and fair competition 
nor shall it be used to deny the entry of any enterprise in any field of endeavor or 
activity; 


EAS 4& Aug 87 L 15 SOUTHEAST ASIA 
PHILIPPINES 


(d) The amount of foreign exchange earned, used or saved in their operations; 


(e) The extend to which labor, materials and other resources obtained from indigenous 
sources are utilized; 


(f) The extent to which technological advances are applied and adopted to local 
conditions; 


(g) The amount of equity and degree to which the ownership of such equity is spread 
out and diversified; and 


(h) Such other criteria as the Board may determine. 


Art. 36. Appeal from Board's Decision. -- Any order or decision of the Board shall 
be final and executory after thirty (30) days from its promulgation. Within the said 
period of thirty (30) days, said order or decision may be appealed to the Office of the 
President. Where an appeal has been filed, said order or decision shall be final and 
executory ninety (90) days after the perfection of the appeal, unless reversed. 


Art. 37. Certificate of Registration. -- A registered enterprise under this Code 
shall be issued a certificate of registration under the seal of the Board of 
Investments and the signature of its chairman and/or such other officer or employee of 
the Board as it may empower and designate for the purpose. The certificate shall be in 
such form and style as the Board may determine and shall state, among other matters: 


(a) The name of the registered enterprise; 


(b) The preferred area of investment in which the registered enterprise is proposing 
to engage; 


(c) The nature of the activity it is undertaking or proposing to undertake, whether 
pioneer or non-pioneer, and the registered capactiy of the enterprise; and 


(d) The other terms and conditions to be observed by the registered enterprise by 
virtue of the registration. 


TITLE II -- BASIC RIGHTS AND GUARANTEES 


Art. 38. Protection of Investments. -- All investors and registered enterprise are 
entitled to the basic rights and guarantees provided in the Constitution. Among other 
rights recognized by the Government of the Philippines are the following: 


(a) Repatriation of Investments. -- In the case of foreign investments, the right to 
repatriate the entire proceeds of the liquidation of the investment in the currency in 
which the investment was originally made and at the exchange rate prevailing at the 
time of repatriation, subject to the provisions of Section 74 of Republic Art No 265 as 
amended ; 


For investments made pursuant to Executive Order No 32 and its implementing rules and 
regulations, remittability shall be as provided therein. 
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(b) Remittance of Earnings. -- In the case of foreign investments, the right to remit 
earnings from the investment in the currency in which the investment was originally 
made and at the exchange rate prevailing at the time of remittance, subject to the 
provisions of Section 74 of Republic Act No 265 as amended; 


(c) Foreign Loans and Contracts. -- The right to remit at the exchange rate prevailing 
at the time of remittance such sums as may be necessary to meet the payments of 
interest and principal on foreign loans and foreign obligations arising from 
technological assistance contracts, subject to the provisions of Section 74 of Republic 
Act No 265 as amended; 


(d) Freedom from Expropriation. -- There shall be no expropriation by the government of 
the property represented by investments or of the property of the enterprise except for 
public use or in the interest of national welfare or defense and upon payment of just 
compensation. In such cases, foreign investors or enteprises shall have the right to 
remit sums received as compensation for the expropriated property in the currency in 
which the investment was originally made and at the exchange rate at the time of 
remittance, subject to the provisions of Section 74 of Republic Act No 265 as amended; 


Requisition of Investment. -- There shall be no requisition of the property represented 
by the investment or of the property of enterprises, except in the event of war or 
national emergency and only for the duration thereof. Just compensation shall be 
determined and paid either at the time of requisition or immediately after cessation of 
the state of war or national emergency. Payments received as compensation for the 
requisitioned property may be remitted in the currency in which the investment was 
originally made and at the exchange rate prevailing at the time of remittance, subject 
to the provisions of section 74 of Republic Act No 265 as amended. 


TITLE III -- INCENTIVES TO REGISTERED ENTERPRISES 


Art. 39. Incentives to Registered enterprises. -- All registered enterprises shall be 
granted the following incentives to the extent engaged in a preferred area of 
investment: 


(a) Income Tax Holiday. -- (1) For six (6) years from commerical operation from pioneer 
firms and four (4) years for non-pioneer firms, new registered firms shall be fully 
exempt from income taxes levied by the National Government. Subject to such guidelines 
as may be prescribed by the Board, the income tax exemption will be extended for 
another year in each of the following cases: 


i. the project meets the prescribed ration of capital equipment to number of workers 
set by the Board; 


ii. utilization of indigenous raw materials at rates set by the Board; 


iii. the net foreign exchange savings or earnings amount to at least US$500,000.00 
annually during the first three (3) years of operation. 


The preceding paragraph notwithstanding, no registered pioneer firm may avail of this 
incentive for a period exceeding eight (8) years. 
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(2) For a period of three (3) years from commercial operation, registered expanding 
firms shall be entitled to an exemption from income taxes levied by the National 
Government proportionate to their expansion under such terms and conditions as the 
Board may determine: Provided, however, That during the period within which this 
incentive is availed of by the expanding firm it shall not be entitled to additional 
deduction for incremental labor expense. 


(3) The provision of Article 7 (14) notwithstanding, registered firms shall not be 
entitled to any extension of this incentive. 


(b) Additional Deduction for Labor Expense. -- For the first five (5) years from 
registration a registered enterprise shall be allowed an additional deduction from the 
taxable income of fifty percent (50 percent) of the wages corresponding to the 
increment in the number of direct labor for skilled and unskilled workers if the 
project meets the prescribed ratio of capital equipment to number of workers set by the 
Board: Provided, That this additional deduction shall be doubled if the activity is 
located in less developed areas as defined in Art. 40. 


(c) Tax and duty Exemption on Imported Capital Equipment -- within five (5) years from 
the effectivity of this code, importations of machinery and equipment and accompanying 
spare parts of new expanding registered enterprise shall be exempt to the extent of one 
hundred percent (100 percent) of the customs duties and national internal revenue tax 
payable thereon: Provided, That the importation of machinery and equipment and 
accompanying spare parts shall comply with the following conditions: 


(1) They are not manufactured domestically in sufficient quality, of comparable 
quality and at reasonable prices; 


(2) They are reasonably needed and will be used exclusively by the registered 
enterprise in the manufacture of its products, unless prior approval of the Board is 
secured for the part-time utilization of said equipment in a non-registered activity to 
maximize usage thereof or the proportionate taxes and duties are paid on the specific 
equipment and machinery being permanently used for non-registered activities; and 


(3) The approval of the Board was obtained by the registered enterprise for the 
importation of such machinery, equipment and spare parts. 


In granting the approval of the importations under this paragraph, the Board may 
require international canvassing but if the total cost of the capital equipment or 
industrial plant exceeds US$5,000,000, the Board shall apply or adopt the provisions of 
Presidential Decree Numbered 1764 on International Competitive Bidding. 


If the registered enterprise sells, transfers or disposes of these machinery, equipment 
and spare parts without prior approval of the Board within five (5) years from the date 
of acquisition, the registered enterprise and the vendee, transferee, or assignee shall 
be solidarily liable to pay twice the amount of the tax exemption given it. 


The Board shall allow and approve the sale, transfer or disposition of the said items 
within the said period of five (5) years if made: 


(aa) To another registered enterprise or registered domestic producer enjoying similar 
incentives; 
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(bb) For reasons of proven technical obsolescence; or 


(cc) For purpose of replacement to improve and/or expand the operations of the 
registerd enterprise. 


(d) Tax Credit on Domestic Capital Equipment -- A tax equivalent to one hundred 
percent (100 percent) of the value of the national internal revenue taxes and customs 
duties that would have been waived on the machinery, equipment and spare parts, had 
these items been imported shall be given to the new and expanding registered enterprise 
which purchases machinery, equipment and spare parts from a domestic manufacturer; 
Provided, That (1) That the said equipment, machinery and spare parts are reasonably 
needed and will be used exclusively by the registered enterprise in the manufacture of 
its products, unless prior approval of the Board is secured for the part-time 
utilization of said equipment in a non-registered activity to maximize usage thereof; 
(2) that the equipment would have qualified for tax and duty-free importation under 
paragraph (c) hereof, (3) that the approval of the Board was obtained by the registered 
enterprise; and (4) that the purchase is made within five (5) years from the date of 
effectivity of the code. If the registered enterprise sells, transfers or disposes of 
these machinery, equipment and spare parts, the provisions in the preceding paragraph 
for such disposition shall apply. 


(e) Exemption from contractor's Tax -- The registered enterprise shall be exempt from 
the payment of contractor's tax, whether national or local. 


(£) Simplification of Customs Procedures. -- Customs procedures for the importation of 
equipments, spare parts, raw materials and supplies and exports of processed products 
by registered enterprises shall be simplified by the Bureau of Customs. 


(g) Unrestricted Use of consigned Equipment -- Provisions of existing laws 
notwithstanding, machinery, equipment ond spare parts consigned to any registered 
enterprise shall not be subject to restrictions as to period of use of such machinery, 
equipment and spare parts Provided, that the appropriate re-export bond is posted 
unless importation is otherwise covered under subsections (c) and (m) of this Article. 
Provided, further, that such consigned equipment shall be for the exclusive use of the 
registered enterprise. 


If such equipment is sold, transferred or otherwise disposed of by the registered 
enterprise the related provision of Article 39 (c) (3) shall apply. Outward remittance 
of foreign exchange covering the proceeds of such sale, transfer or disposition shall 
be allowed only upon prior Central Bank approval. 


(h) Employment of Foreign Nationals -- Subject to the provisions of Section 29 of 
Commonwealth Act Number 613, as amended, a registered enterprise may employ foreign 
nationals in supervisory, technical or advisory positions for a period not exceeding 
five (5) years from its registration, extendible for limited periods at the discretion 
of the Board: Provided, however, That when the majority of the capital stock of a 
registered enterprise is owned by foreign investors, the positions of president, 
treasurer and general manager or their equivalents may be retained by foreign nationals 
beyond the period the period set forth herein. 
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Foreign nationals under employment contract within the purview of this incentive, their 
spouses and unmarried children under twenty-one (21) years of age, who are not excluded 
by section 29 of the Commonwealth Act Numbered 613, as amended, shall be permitted to 
enter and reside in the Philippines during the period of employment of such foreign 
nationals. 


A registered enterprise shall train Filipinos as understudies of foreign nationals in 
administrative, supervisory and technical skills and shall submit annual reports on 
such training to the Board. 


(i) Exemption on Breeding Stocks and Genetic Materials. The importation of breeding 
stocks (10) years from the date of registration or commercial operation of the 
enterprise shall be exempt from all taxes and duties: Provided, That such breeding 
stocks and genetic materials (1) not locally available and/or obtainable locally in 
comparable quality and at reasonable prices; (2) reasonably needed in the registered 
activity; and (3) approved by the Board. 


(j) Tax Credit on Domestic Breeding Stocks and Genetic Materials -- a tax credit 
equivalent to one hundred percent (100 percent) of the value of national internal 
revenue taxes and customs duties that would have been waived on the breeding stocks and 
genetic materials had these items been imported shall be given to the registered 
enterprise which purchases breeding stocks and genetic materials from a domestic 
producers: Provided 1) That said breeding stocks and genetic materials would have 
qualified for tax duty free importation under the preceding paragraph; 2) that the 
breeding stocks and genetic materials are reasonably needed in the registered activity; 
3) that approval of the Board has been obtained by the registered enterprise; and 
4) that the purchase is made within ten (10) years from date of registration or 
commercial operation of the registered enterprise. 


(k) Tax Credit for Taxes and Duties on Raw Materials -- every registered enterprise 
shall enjoy a tax credit equivalent to the National Internal Revenue taxes and Customs 
duties paid on the supplies, raw materials and semi-manufactured products used in the 
manufacture, processing or production of its export products and forming part thereof, 
exported directly or indirectly by the registered enterprise: Provided, however, that 
the taxes on the supplies, raw materials and semi-manufactured products domestically 
purchased are indicated as a separate item in the sales invoice. 


Nothing herein shall be construed as to preclude the Board from setting a fixed 
percentage of export sales as the approximate tax credit for taxes and duties of raw 
materials based on an average or standard usage for such materials in the industry. 


(1) Access to Bonded Manufacturing/Trading Warehouse System. Registered export 
oriented enterprises shall have access to the utilization of the bonded warehousing 
system in all areas required by the project subject to such guidelines as may be issued 
by the Board upon prior consultation with the Bureau of Customs. 


(m) Expemtion from Taxes and Duties on Imported Spare Parts -- Importation of required 
supplies and spare parts for consigned equipment or those imported tax and duty free by 
a registered enterprise with a bonded manufacturing warehouse shall be exempt from 
customs duties and national internal revenue taxes payable thereon, Provided, However, 
further, That such spare parts and supplies are not locally available at reasonable 
prices, sufficient quantity and comparable quality; Provided, finally, That all such 
spare parts and supplies shall be used only in the bonded manufacturing warehouse of 
the registered enterprise under such requirements as the Bureau of Customs may impose. 
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(n) Exemption from Wharfage dues and any Export Tax, Duty, Impost and Fee -- The 
provisions of law to the contrary notwithstandng, exports by a registered enterprise of 
its non-traditional export products shall be exempted from any wharfage dues, and any 
export tax, duty, impost and fee. 


TITLE IV -- INCENTIVES TO LESS-DEVELOPED-AREA REGISTERED ENTERPRISE 


Art. 40. A registered enterprise regardless of nationality located in a 
less-developed-area included in the list prepared by the Board of Investments after 
consultation with the National Economic & Development Authority and other appropriate 
government agencies, taking into consideration the following criteria: low per capita 
gross domestic product; low level of investments; high rate of unemployment and/or 
underemployment; and low level of infrastructure development including its 
accessibility to developed urban centers, shall be entitled to the followng incentives 
in addition to those provided in the preceding article: 


(a) Pioneer Incentives -- An enterprise in a less-developed-area registered with the 
Board under Book 1 of this code, whether proposed, or an expansion of an existing 
venture, shall be entitled to the incentives provided for a pioneer registered 
enterprise under its law of registration. 


(b) Incentives for Necessary and Major Infrastructure and Public Facilities -- 
Registered enterprises establishing their production, processing or manufacturing 
plants in an area that the Board designates as necessary for the proper dispersal of 
industry or in an area which the Board finds deficient in infrastructure, public 
utilities, and other facilities, such as irrigation, drainage or other similar 
waterworks infrastructure may deduct from taxable income an amount equivalent to one 
hundred percent (100 percent) of necessary and major infrastructure works it may have 
undertaken with the prior approval of the Board in consultation with other government 
agencies concerned; provided, that the title to all such infrastructure works shall 
upon completion, be transferred to the Philippine Government: Provided, further, that 
any amount not deducted for a particular year may be carried over for deduction for 
subsequent years not exceeding ten (10) years from commercial operation. 


TITLE V -- GENERAL PROVISIONS 


Art 41. Power of the President to Rationalize Incentives -- The President may, upon 
recommendation of the Board and in the interest of national development, rationalize 
the incentives scheme herein provided; extend the period of availment of incentives or 
increase rates of tax exemption of any project whose viability or profitability require 
such modification. 


Art 42. Refund and Penalties -- In case of cancellation of the certificate granted 
under this Code, the Board may, in appraopriate cases, require the refund of incentives 
availed of and impose corresponding fines and penalities. 


Art. 43. Benefits of Multiple Area enterprises. -- When # registered enterprise 
engages in activities or endeavors that have not been declered preferred areas of 
investments, the benefits and incentives accruing under this code to registered 
enterprises and investors therein shall be limited to the portion of the activities of 
such registered enterprise as is a preferred area of investment. 
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PHILIPPINES 
BOOK II 
FOREIGN INVESTMENTS WITHOUT INCENTIVES 
TITLE I 
CHAPTER I - DEFINITIONS AND SCOPE OF THIS BOOK 
Art. 44. Definition of Terms -- As used in this Book, the term “investment" shall 


mean equity participation in any enterprise formed, organized or existing under the 
laws of the Philippines; and the phrase “doing business" shall include soliciting 
orders, purchases, service contracts, opening offices, whether called "liaison" offices 
or branches; appointing representatives or distributors who are domiciled in the 
Philippines or who in any calendar year stay in the Philippines for a period or periods 
totalling one hundred eighty (180) days or more; participating in the management, 
supervision or control of any domestic business firm, entity or corporation in the 
Philippines, and any other act or acts that imply a continuity of commercial deaiings 
or arrangements and contemplate to that extent the performance of acts or works, or the 
exercise of some of the functions normally incident to, and in progressive prosecution 
of, commercial gain or of the purpose and object of the business organization. 


Art. 45. Non-Applicability to Banking Institutions -- This Book shall not apply to 
banking institutions which are governed and regulated by the General Banking Act and 
other laws which are under the supervision of the Central Bank. 


CHAPTER II -— INVESTMENTS 
Art. 46. Permitted Investments. 


(1) Without need of prior authority, anyone not a Philippine national as that term is 
defined in Article 15 of this code, and not otherwise disqualified by law, may invest: 


(A) In any enterprise registered under Book One hereof, to the extent that the total 
investment of non-Philippine nationals therein would not affect its status as a 
registered enterprise under the law; 


(B) In an enterprise not registered under Book One hereof, to the extent that the 
total investment of non-Philippine nationals herein shall not exceed forty percent (40 
percent) of the outstanding capital of that enterprise, unless existing law forbids any 
non-Philippine ownership in the enterprise or limits ownership by non-Philippine 
nationals to a percentage smaller than forty percent (40 percent). 


(2) Within thirty (30) days after notice of the investment is received by it, the 
enterprise in which any investment is made by a non-Philippine national shall register 
the same with the Board of Investments for purposes of record. Investments made in the 
form of foreign exchange or other assets actually transferred to the Philippines shall 
also be registered with the Central Bank. The Board shall assess and appraise the 
value of such assets other than foreign exchange. 
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Art. 47. Permissible Investments -- If an investment by a non-Philippine national in 
an enterprise not registered under Book One hereof is such that the total participation 
by non-Philippine nations in the outstanding capital thereof shall exceed forty percent 
(40 percent), the enterprise must obtain prior authority from the Board of Investments, 
which authority shall be granted unless the proposed investments -- 


(a) Would conflict with existing constitutional provisions and laws regulating the 
degree of required ownership by Philippine nationals in the enterprise; or 


(b) Would pose a clear and present danger of promoting monopolies or combinations in 
restraint of trade; or 


(c) Would be made in an enterprise engaged in an area adequately being exploited by 
Philippine nationals; or 


(d) Would conflict or be inconsistent with the Investment Priorities Plan in force at 
the time the investment is sought to be made; or 


(e) Would not contribute to the sound and balanced development of the national economy 
on a self-sustaining basis. 


Investment made in the form of foreign exchange or other assets actually transferred to 
the Philippines shall also be registered with the Central Bank. The Board shall assess 
and appraise the value of such assets other than foreign exchange. 


CHAPTER III -— LICENSE TO DO BUSINESS 


Art. 48. Authority to Do Business -- No alien, and no firm, association, partnership, 
corporation or any other form of business organization formed, organized, chartered or 
existing under any laws other than those of the Philippines, or which is not a 
Philippine national, or more than forty per cent (40 percent) of the outstanding 
capital of which is owned or controlled by aliens shall do business or engage in any 
economic activity in the Philippines or be registered, licensed, or permitted by the 
Securities and Exchange Commission or by any other bureau, office, agency, political 
subdivision or instrumentality of the government, to do business, or engage in any 
economic activity in the Philippines without first securing a written certificate from 
the Board of Investments to the effects: 


(1) That the operation or activity of such alien, firm, association, partnership, 
corporation or other form of business organization is not inconsistent with the 
Investment Priorities Plan; 


(2) That such business or economic activity will contribute to the sound and balanced 
development of the national economy on self-sustaining basis; 


(3) That such business or economic activity by the applicant would not conflict with 
the constitution or laws of the Philippines; 


(4) That the field of business or economic activity is not one that is being adequately 
exploited by Philippine nationals; and ) 
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(5) That the entry of applicant therein will not pose a clear and present danger of 
promoting monopolies or combinations in restraint of trade. 


Art. 49. Requirements to be Imposed by the Board. -- Upon granting said certificate, 
the Board shall impose the following requirements on the alien or the firm, 
association, partnership, corporation or other form of business organization that is 
not organized or existing under the laws of the Philippines -- 


(1) To appoint a citizen of the Philippines, of legal age, good moral character and 
reputation, and sound financial standing, as resident agent, who shall be authorized to 
accept summons and other legal process in behalf of the applicant; 


(2) To establish an office in the Philippines and to notify the Securities and Exchange 
Commission in writing of the applicant's exact address and of every contemplated 
transfer thereof or of the opening of new offices, at least fifteen (15) days before 
the same are to be effected; and once effected, not later than ten (10) days afterwards; 


(3) To bring assets into the Philippines to constitute the capital of the office or 
offices, of such kind and value as the Board may deem necessary to protect those who 
may deal with the applicant, and to maintain that capital unimpaired during the period 
it does business in the Philippines; 


(4) To present prior proof that citizens of the Philippines and corporation or other 
business organizations organized or existing under the laws of the Philippines are 
allowed to do business in the country or individual state within a federal country of 
which applicant is a citizen or in which it is domiciled: Provided, however, That if 
the state or country of domicile of the applicant imposes on, or requires of, 
Philippine nationals other conditions, requirements or restrictions besides those set 
forth in this Code, the Board of Investments shall impose the said other conditions, 
requirements or restrictions on the applicant, if, in its judgment, the imposition 
thereof shall foster the sound and balanced development of the national economy on a 
self-sustaining basis; 


(5) To submit to the Securities and Exchange Commission certified copies of applicant's 
charter and by-laws and all amendments thereto, if any, with their translation into an 
official language within twenty (20) days after their adoption or after the grant of 
the prescribed certificate by the Board of Investments and annually of applicant's 
financial statements showing all assets, liabilities and net worth and results of 
operations, setting out separately those pertaining to the branch office; 


(6) To keep a complete set of accounting records with the resident agent, which shall 
fully and faithfully reflect all transactions within the Philippines, and to permit 
inspection thereof by the Securities and Exchange Commission, the Bureau of Internal 
Revenue and the Board of Investments; 


(7) To give priority to resident creditors as against non-resident creditors and owners 
or stock holders in the distribution of assetc within the Philippines upon insolvency, 
dissolution or revocation of the license; 
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(8) To give the Securities and Exchange Commission at least six (6) months advanced 
notice in writing of applicant's intention to stop doing business within’ the 
Philippines; and to give such public notice thereof as the Securities and Exchange 
Commission may require for the protection of resident creditors and others dealing with 
the applicant; and 


(9) Not to terminate any franchise, licensing or other agreement that applicant may 
have with a resident of the Philippines authorizing the latter to assemble, manufacture 
or sell within the Philippines the products of the applicant, except for violation 
thereof or other just cause and upon payment of compensation and reimbursement of 
investment and other expenses incurred by the licensee in developing a market for the 
said products: Provided, however, That in case of disagreement, the amount of 
compensation or reimbursement shall be determined by the country where the licensee is 
domiciled or has its principal office who shall require the applicant to file a bond in 
such amount as, in its opinion, is sufficient for this purpose. 


The above requirements shall be in addition to those set forth in the Corporation Code 
of the Philippines for authorizing foreign corporations to transact business in the 
Philippines. 


Art. 50. Cause for Cancellation of Certificate of Authority or Payment of Fine -- A 
violation of any of the requirements set forth in Article 49 or of the terms and 
conditions which the Board may impose shall be sufficient cause to cancel the 
certificate of authority issued pursuant to this Book and/or subject firms to the 
payment of fines in accordance with the rules and regulations issued by the Board: 
Provided, however, that aliens or foreign firms, associations, partnerships, 
corporations or other forms of business organization not organized or existing under 
the laws of the Philippines which may have been lawfully licensed to do business in the 
Philippines prior to the effectivity of R.A. 5455, shall, with respect to the 
activities for which they were licensed and actually engaged in prior to. the 
effectivity of said Act, not be subject to the provisions of Articles 48 and 49 but 
shall be subject to the reporting requirements prescribed by the Board: Provided, 
further, That where the issuance of said license has been irregular or contrary to law, 
any person adversely affected thereby may file an action with the Regional Trial Court 
where said alien or foreign business organization resides or has its principal office 
to cancel the said license. In such cases, no injunction shall issue without notice 
and hearing; and appeals and other proceedings for review shall be filed directly with 
the Supreme Court. 


TITLE II -- GENERAL PROVISIONS 


Art. 51. Mergers and Consolidations -- The provisions of this Book Two shall apply to 
any merger, consolidation, syndicate or any other combination of firms, associations, 
partnership or other forms of business organization that will result in ownership or 
control by persons or entities that are not Philippine nationals or have foreign equity 
participation, of more than forty percent (40 percent) of the outstanding capital of 
whatever organization results from the merger, consolidation, syndicate or other 
combination. 


Art. 52. Local government action -- No agency, instrumentality or political 
subdivision of the Government shall take any action in conflict with or which will 
nullify the provisions of Book Two of this Code, or any certificate of authority 
granted hereunder. 
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Art. 53. Automatic Registration -- Applications filed under this Book shall be 
considered automatically approved if not acted upon within ten (10) working days from 
official acceptance thereof. 


Art. 54. Publication and Posting of Notices -- Immediately after the application has 
been given due course by the Board, the Secretary of the Board or any official 
designated by the Board shall require the applicant to publish the notice of the action 
of the Board therein at his expense once in an newspaper of general circulation in the 
province or city where the applicant has its principle office, and post copies of said 
notice in conspicuous places, in the office of the Board or in the building where said 
office is located, setting forth in such copies the name of the applicant, the business 
in which it is engaged or proposes to engage or invest, and such other data and 
information as may be required by the Board. No approval or certificate shall be valid 
without the publication and posting of notices as herein provided. 


Art. 55. Limited Authority to do Business -- When appropriate, the Board may grant 
permissible investments or authority to do business under Book Two of this Code for a 
limited period where the need to prove economic viability of such activity warrants the 
issuance of a temporary authorization. 


Art. 56. Periodic Reports. The board shall periodically check and verify compliance 
with these provisions, either by inspection of the books of by requiring regular 
reports from aliens or foreign firms, domestic enterprises with foreign investments and 
new entities licensed to do business under Article 48 of this Code. 


Art. 57. Penal Clause. (1) Without prejudice to the provisions of Article 42 and 50 
hereof a violation of any provision of Books I & II of this code, of the terms and 
conditions of registration, or of the rules and regulations promulgated pursuant 
thereto, of the act of abetting or aiding in any manner any such violation, shall be 
punished by a fine not to exceed one hundred thousand pesos (P100,000.00) or 
imprisonment for not more than ten (10) years, at the discretion of the court. 


(2) No official or employee of the government, its subdivisions or instrumentalities 
shall appear as counsel for or act as agent or representative of, or in any manner 
intervene or intercede, directly or indirectly, in behalf of any party in any 
transaction with the Board regarding any application under Books I & II of this code. 
The penalty for violation of this prohibition is the same as that provided for in the 
preceding paragraph. If the offender is an appointive official or employee, the 
maximum of the penalty herein prescribed shall be imposed, and the offender shall 
suffer the additional penalty of perpetual disqualification from public office, without 
prejudice to any administrative action against him. 


(3) If the offense is committed by a juridical entity, its president and/or other 
officials responsible therefor shall be subject to the penalty prescribed above. If 
the offender or the president/official, in cases where the offense was committed by a 
juridical entity, is an alien, he shall be deported without further proceedings on the 
part of the Deportation Board in addition to the penalty herein prescribed and shall, 
if naturalized, be automatically denaturalized from the date his sentance becomes final. 


(4) Payment of the tax due after apprehension shall not constitute a valid defense in 
any prosecution for violation of any provision of this code. 
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A summary of said reports shall be periodically submitted by the board to the 
President. For this purpose, the Board may require other government agencies licensing 
and/or regulating foreign enterprises or domestic firms with foreign equity, to furnish 
the Board with reports on such foreign investments. 


Book III 


Incentives to Multinational Companies Establishing Regional or Area Headquarters in the 
Philippines 


Chapter 1 -- Licensing of the Multinational Company 


Art. 58. Qualification of Multinational Company -- Any foreign business entity 
formed, organized and existing under any laws other than those of the Philippines whose 
purpose, as expressed in its organizational documents or by resolution of its Board of 
Directors or its equivalent, is to supervise, superintend, inspect or coordinate its 
own affiliates, subsidiaries, or branches in the Asia -— Pacific Region may establish a 
regional or area headquarters in the Philippines, after securing a license therefore 
from the Securities and Exchange Commission, upon the favorable recommendation of the 
Board of Investments. 


The Securities and Exchange Commission shall, within thirty (30) days from the 
effectivity of this Code, issue the implementing rules and regulations. The following 
minimum requirements shall, however, be complied with by the said foreign entity. 


(a) A certification from the Philippine foreign Trade Senior Officer or in the absence 
of such an official, a Philippine consul in the foreign firm's home country that said 
foreign firm is an entity engaged in international trade with affiliates, subsidiaries 
or branch offices in the Asia-Pacific Region. 


(b) A certification from a principal officer of the foreign entity to the effect that 
the said foreign entity has been authorized by its Board of Directors or governing body 
to establish its regional headquarters in the Philippines, specifying that: 


1. The activities of the regional headquarters shall be limited to acting as a 
supervisory, communications and coordinating center for its subsidiaries, affiliates 
and branches in the region; 


2. The headquarters will not derive any income from sources within the Philippines and 
will not participate in any manner in the management of any subsidiary or branch office 
it might have in the Philippines. 


3. The headquarters shall notify the Board of Investments and the Securities and 
Exchange Commission of any decision to close down or suspend operations of its 
headquarters or terminate the services of any expatriate at least fifteen (15) days 
before the same is effected. 


(c) An undertaking that the multinational company will remit into the country such 
amount as may be necessary to cover its operations in the Philippines but which amount 
will not be less than fifty thousand United States dollars or its equivalent in other 
foreign currencies annually. [paragraph continues] 
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Within thirty (30) days from receipt of Certificate of Registration from the Securities 
& Exchange Commission, the multinational company will submit to the Securities and 
Exchange commission a Certificate of inward remittance from a local bank showing that 
it has remitted to the Philippines the amount of at least thirty thousand United States 
dollars or its equivalent in other foreign currencies and converted the same to 
Philippines currency. Annually, within thirty (30) days from the anniversary date of 
the multinational company's registration as a regional or area headquarters with the 
Securities & Exchange commission, it will submit proof to the Securities & Exchange 
commission of inward remittance amounting to at least fifty thousand United States 
dollars or its equivalent in other foreign currencies during the past year. 


(d) Any willful violation by the regional or area headquarters of a multinational 
company of any of the provisions of this Code, or its implementing rules and 
regulations, or other terms and conditions of its registration, or any provision of 
existing laws, shall constitute a sufficient cause for the cancellation of its licence 
or registration. 


CHAPTER II -- INCENTIVES TO EXPATRIATES 


Art. 59. Multiple entry visa -- Foreign personnel of regional or area headquarters of 
multinational companies, their respective spouses, and unmarried children under 
twenty-one years of age, if accompanying them or if following to join them after their 
admission into the Philippines as non-immigrant shall be issued a multiple entry 
special visa, valid for a period of one year, to enter the Philippines: Provided, That 
a responsible office of the applicant company submits a certificate to the effect that 
the person who seeks entry into the Philippines is an executive of the applicant 
company and will work exclusively for applicant's regional or area headquarters which 
is duly licensed to operate in the Philippines, and that he will receive a salary and 
will be paid by the headquarters in the Philippines an amount equivalent to at least 
twelve thousand United States dollars, or the equivalent in other foreign currencies 
per annum. 


The admission and stay shall be co-terminus with the validity of the multiple entry 
special visa. They say, however, is extendible yearly upon submission to _ the 
Commission on Immigration and Deportation of sworn certification by a _ responsible 
office of the regional or area headquarters: that its license to operate remains valid 
and subsisting; that he has been paid in the Philippines from the date of original 
admission, the equivalent of a least one thousand United States dollars per month, or 
its equivalent in other foreign currencies; and that the regional or area headquarters 
has withheld the tax due on said compensation and the same has been paid to the Bureau 
of Internal Revenue. 


Non-immigrants who have been admitted under the multiple entry special visa, as well as 
their respective spouses and dependents, shall be exempt from: the payment of all fees 
due under the immigration and alien registration laws; securing alien certificates of 
registration; and obtaining emigration clearance certificates, and all types of 
clearances required by any government department or agency, except that upon final 
departure from the Philippines the employer of the said non-immigrants shall so advise 
in writing the Commission on Immigration and Deportation at least five (5) working days 
prior to the non-immigrant's departure, and the finally departing non-immigrant 
employee shall be required to submit to the said office a tax clearance from the Bureau 
of Internal Revenue. 
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Art. 60. Withholding Tax of 15 Percent -- Aliens employed by regional or area 
headquarters of multinational corporations shall be subject for each taxable year upon 
their gross income received from the regional or area headquarters established in the 
Philippines by multinational companies as salaries, wages, annuities, compensations, 
remunerations and emoluments to a tax equal to fifteen percentum of such gross income. 


Art. 61. Tax and Duty Free Importation -- An alien executive of the regional or area 
headquarters of a multinational company shall enjoy tax and duty free importation of 
personal and household effects as provided for under Section 105 (h) of the Tariff and 
Customs Code, as amended, and Section 169 (b) (4) of the Internal Revenue Code, as 
amended. 


Art. 62. Travel Tax Exemption -- Personnel of multinational companies performing 
technical and supervisory functions with regional headquarters at, but not engaged in 
business in the Philippines and the dependents of such foreign personnel if joining 
them during the period of their assignment in the Philippines, as certified to by the 
Board of Investments, shall be exempted from the payment of travel tax imposed under 
Section 1 of Presidential Decree No 1183, by securing a Travel Tax Certificate from the 
Philippine Tourism Authority. 


CHAPTER III -— INCENTIVES TO THE REGIONAL HEADQUARTERS 


Art. 63. Exemption From Income Tax -- Regional or area headquarters established in the 
Philippines by multinational corporations and which headquarters do not earn or derive 
income from the Philippines and which act as supervisory, communications and 
coordinating center for their affiliates, subsidiaries, or branches in the Asia-Pacific 
Region shall not be subject to income tax. 


Art. 64. Exemption From Contractor's Tax -- The regional or area headquarters 
established in the Philippines by multinational corporatives, are exempted from the 
contractor's tax. 


Art. 65. Exemption From All Kinds of Local Licenses, Fees, Dues -- The regional or 
area headquarters of multinational companies shall be exempt from all kinds of local 
licenses, fees, dues, imposts or any other local taxes or burdens. 


Art. 66. Tax and Duty Free Importation of Training Materials; Importation of Motor 
Vehicles -- Regional or area headquarters shall also enjoy tax and duty free 
importation of equipment and materials for training, conference which are needed for 
the functions of the regional or area headquarters and which are not locally available 
subject to the prior approval of the Board of Investments. 


Regional or area headquarters shall be entitled to the importation of motor vehicles 
subject to the prior approval of the Board and the payment of the corresponding taxes 
and duties: Provided, That such motor vehicles shall be for the exclusive use of its 
expatriate executives and that the number thereof chall not exceed the number of its 
expatriate executives and that such motor vehicles may be replaced every three (3) 
years from their importation. 


Art. 67. Exemption From Registration Requirements -- The regional or area headquarters 
of multinational companies shall be exempt from the provisions of Book II of this Code. 
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BOOK IV. 


INCENTIVES TO MULTINATIONAL COMPANIES ESTABLISHING REGIONAL WAREHOUSES TO SUPPLY SPARE 
PARTS OR MANUFACTURED COMPONENTS AND RAW MATERIALS TO THE ASIA-PACIFIC REGION AND OTHER 
FOREIGN MARKETS 


Art. 68. Qualifications -- A multinational company organized and existing under any 
laws other than those of the Philippines which is engaged in international trade and 
supplies spare parts or manufactured components and raw materials to its distributors 
or markets in the Asia-Pacific Area and other foreign areas and which has established 
or will simultaneously establish or regional or area headquarters in the Philippines in 
accordance with the provisions of Book III of this Code and the rules and regulations 
implementing the same may establish regional warehouse or warehouses in the 
Philippines, after securing a license therefore from the Board of Investments. 


The following minimum requirements shall be submitted or complied with by the said 
foreign entity in accordance with the rules and regulations to be issued by the Board 
of Investments as provided for in Article 7 (2) of this Code. 


(a) A certification from the foreign trade officer or in the absence of such an 
official, a Philippine Consul in the foreign firm's home country that said foreign firm 
is engaged in international trade and supplies or will supply spare parts or 
manufactured components and raw materials to its distributors or markets in the 
Asia-Pacific Region. 


(b) A certification from a principal officer of the foreign entity to the effect that 
said foreign entity has been authorized by its Board of Directors or governing body to 
establish its regional warehouse in the Philippines, specifying that: 


1. The activities of the regional warehouse shall be limited to serving as a supply 
depot for the storage, deposit, safekeeping of its spare parts or manufactured 
components and raw materials including the packing, covering, putting up, marking, 
labelling and cutting or altering to customer's specification, mounting and/or 
packaging into kits or marketable lots thereof, to fill up transactions and sales made 
by its head offices or parent companies and to serving as a storage or warehouse of 
goods purchased locally by the home office of the multinational for export abroad; 
Provided, that said locally purchased goods for export may be stored in the regional 
warehouse only after they have been cleared for export in accordance with the laws and 
regulations, including those of the Central Bank and simplified procedures governing 
exports. The regional warehouse shall not directly engage in trade nor directly 
solicit business, promote any sale, nor enter into any contract for the sale or 
disposition of goods in the Philippines. 


2. The regional warehouse will not derive any income from the sources within the 
Philippines and its personnel will not participate in any manner in the management of 
any subsidiary, affiliate or branch office it might have in the Philippines. 


3. The personnel of the regional headquarters shall be responsible for the operation 
of the regional warehouse subject to the provisions of this Code. 
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(c) The multinational company shall pay the Board of Investments and the appropriate 
Regional Collector of Customs the corresponding license fees and storage fees to be 
determined by said offices. 


(d) A application for the establishment of a regional warehouse shall be made in 
writing to the Board of Investments upon recommendation of the Bureau of Customs. The 
application shall describe the premises, the location and capacity of the regional 
warehouse and the purpose for which the building is to be used. 


The jurisdiction and responsibility of supervising the regional warehouse shall be 
vested on the Bureau of Customs. 


The Board of Investments, in consultation with the Regional Director of Customs of the 
district where the warehouse will be situated shall cause an examination of the 
premises to be made with reference particularly to the location, construction and means 
provided for the safekeeping of its articles and if found satisfactory, it may 
authorize its establishment without complying with the requirements of any government 
body and aimed at providing speedy procedure for its establishment, subject to the 
following conditions: 


1) That the articles to be stored in the warehouse are spare parts or manufactured 
components and/or raw materials of the multinational company operator for distribution 
and supply to its Asia-Pacific markets including packaging, coverings, brands, labels 
and warehouse equipments as provided in Art. 69 (a) hereof; 


2) That the entry or importation, storage or reexport of the goods destined for or to 
be stored in the regional warehouse will not involve any dollar outlay from Philippines 
sources; 


3) That they are of such character as to be readily identifiable for re-export; and in 
case of local distribution they shall be subject to Article 69 paragraph (b) and the 
guidelines implementing Book IV of this Code; 


4) That they shall be allowed provisional entry expeditiously by means of a pro forma 
invoice of the parent company, identified, examined and appraised by the Regional 
Collector of Customs and they shall be directly delivered to and kept in the regional 
warehouses and released therefrom only in accordance with Article 69 paragraphs (a) and 
(b) and the guidelines implementing Book IV of this Code; 


In the absence of a Regional Collector of Customs where the volume of the establishment 
of regional warehouse does not yet warrant the creation of said offices, the duties of 
the Regional Collector of Customs shall be performed by the Collector of Customs of the 
district where the regional warehouse will be located. 


5) Each shipment of goods which will be stored in the regional warehouse shall be 
covered by an affidavit of the multinational company operator setting forth that said 
articles shall be exclusively used as supply for its Asia-Pacific markets and stating 
the C & F price thereof; 


6) That it shall file an ordinary warehousing bond in an amount equal to one hundred 
percent (100 percent) of the ascertained customs duties on the articles imported 
without prejudice to its filing a general warehousing bond in lieu of the ordinary 
warehousing bond. 
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7) The percentage of annual allowable withdrawal for domestic use shall be subject to 
the approval of the Board of Investments: Provided, however, that in no case shall 
such withdrawals exceed thirty percent (30 percent) of the value of goods it has 
brought in for any given year and the payment of the corresponding taxes and duties. 


Art. 69. Tax Treatment of Imported Articles in the Regional Warehouse -- 


(a) Tax Incentives for Qualified Goods Destined for Reexportation to the Asia-Pacific 
and other Foreign Markets -- Except as otherwise provided in this Code, imported spare 
parts or manufactured components, raw materials and other items including any packages, 
coverings, brands and labels and warehouse equipment as may be allowed by the Board of 
Investments for use exclusively on the goods stored, except those prohibited by law, 
brought into the regional warehouse from abroad to be kept, stored and/or deposited or 
used therein and re-exported directly therefrom under the supervision of the Regional 
Collector of Customs for distribution to its Asia-Pacific and other foreign markets in 
accordance with the guidelines implementing Book IV of this Code including to a bonded 
manufacturing warehouse in the Philippines and eventually re-exported shall not be 
subject to customs duty, internal revenue tax, export tax nor to local taxes, the 
provisions of law to the contrary notwithstanding. 


(b) Payment of Applicable duties and Taxes on Qualified Goods Subject to Laws and 
Regulations covering Imported Merchandise if destined for the Local Market -- Any spare 
parts, manufactured components, raw materials and other items sent, delivered, released 
or taken from the regional warehouse to the local market in accordance with the 
guidelines implementing Book IV of this Code shall be subject to the payment of customs 
duties, taxes and other charges and for which purpose, the proper commerical invoice of 
the head offices or parent companies shall be submitted to the Regional Collector of 
Customs; and shall be subject to laws and regulations governing imported merchandise, 
Provided, .that in case any of the foregoing items are sold, bartered, hired or used for 
purposes other than they were intended for without prior compliance with the guidelines 
implementing Book IV of this Code and without prior payment of the duty, tax or other 
charge which would have been due and payable at the time of entry if the articles had 
been entered without the benefit of this decree, shall be subject to forfeiture and the 
importation shall constitute a fraudulent practice against customs revenue punishable 
under Section 3602, as amended, of the Tariff and Customs Code of the Philippines; 
Provided, further, that a sale pursuant to a judicial order shall not be subject to the 
preceding provision without prejudice to the payment of duties, taxes and other charges. 


Art. 70. Exemption from the Maximum Storage Period under the Tariff and Customs Code; 
Period of Storage in the Regional Warehouse -- The provision of the law in Section 1908 
of the Tariff and Customs Code of the Philippines, as amended, to the contrary 
notwithstanding, articles duly entered for warehousing may remain in the regional 
warehouse for a period of two (2) years from the time of their transfer to the regional 
warehouse, which period may be extended with the approval of the Board of Investments 
for an additional period of one (1) year upon payment of the corresponding storage fee 
on the unexported articles, as provided for under Article 68 paragraph (c) for each 
extension until they are re-exported in accordance with the guidelines implementing 
Book IV of this Code. Any article withdrawn, released or removed contrary to the 
provisions of said guidelines shall be forfeited pursuant to the provisions of Article 
69, paragraph (b) hereof. 
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Art. 71. Rules and Regulations on the Jurisdiction, Operation and Control over 
Qualified Goods Stored in the Regional Warehouse. -- The Board of Investments and the 
Bureau of Customs shall jointly issue special rules and regulations on the receiving, 
handling, custody, entry examination, classifications, delivery, storage warehousing, 
manipulation and packaging, release for reexportation and for the safekeeping, 
recording, inventory and liquidation of said qualified goods, any existing law 
notwithstanding. Such rules and regulations shall be formulated in consultation with 
the applicants/operators of regional warehouses in order to be responsive to the 
objective of providing a procedure for the speedy inflow and outflow of the qualified 
goods which are destined for the Asia-Pacific and other foreign markets and keeping a 
proper balance between promoting the Philippines as a center for multinational regional 
warehouses and safeguarding the revenue laws of the country. The Commissioner of 
Customs is directed to expedite the immediate re-exportation or transshipment of the 
foregoing goods destined for regional warehousing to their Asia-Pacific and other 
foreign markets, including the emergency withdrawal for re-exportation by air and ship 
and the partial liquidation of bonds adopting simplified export procedures therefor. 


Art. 72. Penalties. -- Any willful violation by the regional or area headquarters of 
a multinational company which has established regional warehouse or warehouses of the 
provisions of existing laws and tiie implementing guidelines of Book IV of this Code 
shall constitute a sufficient cause for the cancellation of its license or registration 
in addition to the penalities herein above provided in Article 69, paragraph (b) hereof. 


Art. 73. The regional or area headquarters of multinational companies establishing 
regional warehouses shall be exempt from the provisions of Book II of this Code. 


BOOK V 
Special Investors Resident Visa 


Art. 74. Qualifications. -- Any alien who possess the following qualifications may be 
issued a Special Investors Resident Visa: 


1. He had not been convicted of a crime involving moral turpitude; 
2. He is not afflicted with any loathsome, dangerous or contagious disease; 
3. He has not been institutionalized for any mental disorder or disability; 


4. He is willing and able to invest the amount of at least US$75,000.00 in the 
Philippines; Provided, That the foregoing invested amount shall be lowered to US$50,000 
for aliens availing of Executive Order No 1037 subject to the conditions imposed by 
said legislations: Provided, further That for purposes of compliance with this 
particular condition, the alien -- applicant should prove that he has remitted such 
amount in acceptable foreign currency to the Philippines. 


Art. 75 Reportorial Requirements. -- As a holder of the Special Investors Resident 
Visa, an alien shall be entitled to reside in the Philippines while his investment 
subsists. For this purpose, he should submit an annual report, in the form duly 
prescribed for the purpose, to prove that he has maintained his investment in the 
country. Should said alien withdraw his said investment from the Philippines, then the 
Special Investors Residence Visa issued to him will automatically expire. 
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BOOK VI 
INCENTIVES OF EXPORT PROCESSING ZONE ENTERPRISES 
Art. 76. Employment of Foreign Nationals -- The provisions of law to the contrary 


notwithstanding, Export Processing Zone Authority, hereinafter referred to as _ the 
“Authority” may authorize an alien or an association, partnership, corporation or any 
other form of business organization formed, organized, chartered or existing under any 
law other than those of the Philippines, or which is not a Philippine national, or the 
working capital of which is fully owned or controlled by aliens to do business or 
engage in an industry inside the export processing zone. 


Subject to the provisions of Section 29 of Commonwealth Act No. 613, as amended, a zone 
registered enterprise may employ foreign nationals in supervisory, technical-or 
advisory positions for a period not exceeding five (5) years from its registration, 
extendible for limited periods at the discretion of the Authority: Provided, however, 
That wher the majority of the capital stock of a zone registered enterprise is owned by 
foreign nationals the positions of president, treasurer, and general manager or their 
equivalents may be retained by foreign nationals beyond the period set forth herein. 


Foreign nationals employed within the purview of this Book, their spouses, and 
unmarried children under twenty-one years of age who are not excluded by Sec 29 of C.A. 
No 613, as amended, shall be permitted to enter and reside in the Philippines during 
the period of employment of such foreign nationals. They shall be issued a multiple 
entry visa, valid for a period of three years, to enter and leave the Philippines 
without further documentary requirements other than valid passports or other travel 
documents in the nature of passports. The validity of the multiple entry special visa 
shall be extendible yearly. Foreign nationals who have been issued multiple entry 
special visas under this provision, as well as their respective spouses and dependents, 
shall be exempt from obtaining alien certificates of registration and emigration 
clearances certificates and all types of clearances required by any government 
department or agency. For this purpose, the Commission on Immigration and Deportation 
and the Authority shall jointly issue the necessary implementing rules and regulations. 


A registered enterprise shall train Filipinos as understudies of foreign nationals in 
administative, supervisory and technical skills and shall submit annual reports of such 
training to the Board. 


Art. 77. Tax Treatment of Merchanise in the Zone -- (1) Except as otherwise provided 
in this Code, foreign and domestic merchandise, raw materials, supplies, articles, 
equipment, machineries, spare parts and wares of every description, except those 
prohibited by law, brought into the zone to be sold, stored, broken up, repacked, 
assembled, installed, sorted, cleaned, graded, or otherwise processed, manipulated, 
manufactured, mixed with foreign or domestic merchandise whether directly or indirectly 
related in such activity, shall not be subject to customs and internal revenue laws and 
regulations nor to local tax ordinances, the provisions of law to the contrary 
notwithstanding. 


(2) Merchanise purchased by a registered zone enterprise from the customs territory 
and subsequently brought into the zone, shall be considered as export sales and the 
exporter thereof shall be entitled to the benefits allowed by law for such transaction. 


EAS 4 Aug 87 L 34 SOUTHEAST ASIA 
PHILIPPINES 


(3) Domestic merchandise sent from the zone to the customs territory shall, whether or 
not combined with or made part of other articles likewise of local origin or 
manufactured in the Philippines while in the export processing zone, be subject to 
internal revenue laws of the Philippines as domestic goods sold, transfered or disposed 
of for local consumption. 


(4) Merchandise sent from the export processing zone to the customs territory shall, 
whether or not combined with or made part of other articles while in the zone, be 
subject to rules and regulations governing imported merchandise. The duties and taxes 
shall be assessed on the value of imported materials (except when the final product is 
exempt) and the internal revenue taxes on the value added. 


(5) Domestic merchandise on which all internal revenue taxes have been paid, if subject 
thereto, and foreign merchandise previously imported on which duty or tax has been 
paid, or which have been admitted free of duty and tax, may be taken into the zone from 
the customs territory of the Philippines and be brought back thereto free of quotas, 
duty or tax. 


(6) Subject to such regulations respecting identity and safeguarding of the revenue as 
the Authority may deem necessary when the identity of an article entered into the 
export processing zone under the immediately preceding paragraph has beem lost, such 
article when removed from the zone and taken to the customs territory shall be treated 
as foreign merchandise entering the country for the first time, under the provisions of 
the Tariff and Customs Code. 


(7) Articles produced or manufactured in the zone and exported therefrom shall, on the 
subsequent importation into the customs territory, be subject to the import laws 
applicable to like articles manufactured in a foreign country. 


(8) Unless the contrary is shown, merchandise taken out of the zone shall be considered 
for tax purposes to have been sent to customs territory. 


Art. 78. Additional Incentives. -- A zone registered enterprise shall also enjoy all 
the incentive benefits provided in Article 39 hereof under the same terms and 
conditions stated therein. Im addition zone registered enterprises shall also be 
entitled to the following: 


(a) Exemption from Local Taxes and Licenses. -- Notwithstanding the provisions of law 
to the contrary, zone registered enterprises shall, to the extent of their 
construction, operation or production inside the zone be exempt from the payment of any 
and all local government imposts, fees, licenses, or taxes except real estate taxed 
which shall be collected by the Province/City/Municipality responsible for the 
collection thereof under the provisions of the Real Property Tax Code: Provided, That 
machineries owned by zone registered enterprises which are actually installed and 
operated in the Zone for manufacturing, processing or for industrial purposes shall not 
be subject to the payment of real estate taxes for the first three (3) years of 
operation of such machineries: Provided, further, That fifty percent (50 percent) of 
the proceeds of the real estate taxes collected from all real properties located in the 
Zone and such other areas owned or administered by the Authoruty shall be remitted to 
the Authority by the province/city/municipality responsible for the collection of such 
taxes under the provisions of the Real Property Tax Code. All real estate taxes 
accruing to the Authority as herein provided shall be expanded for such community 
facilities, utilities and/or services as the Authority may determine. 


EAS 4& Aug 87 L 35 SOUTHEAST ASIA 
PHILIPPINES 


(b) Production equipment or machineries, not attached to real estates, used directly 
or indirectly, in the producton, assembly or manufacture of the registered product of 
the zone registered enterprise shall be exempt from real property taxes. 


FINAL PROVISIONS 


Art. 79. Interpretation -- All doubts concerning the benefits and incentives granted 
enterprises and investors by this Code shall be resolved in favor of investors and 
registered enterprises. 


Art. 80. Vested Rights -- Existing registered enterprises which are enjoying the 
incentives under the laws repealed by Books One and Six of this Code shall continue to 
enjoy such incentives for the period therein stated: Provided, however, That firms 
which made investmets in new or expansion projects approved or registered by the Board 
or the Authority on or after December 1, 1986 but before the effectivity of this Code 
may opt to be governed by the provisions of the Code. 


Art. 81. Confidentiality of Applications -- All applications and their supporting 
documents filed under this Code shall be confidential and shall not be disclosed to any 
person, except with the consent of the applicant or on orders of a court of competent 
jurisdictions. 


Art. 82. Judicial Relief -- All orders or decisions of the Board in cases involving 
the provisions of this Code shall immediately be executory. No appeal from the order 
or decision of the Board by the party adversely affected shall stay such order or 
decision: Provided, That all appeals shall be filed directly with the Supreme Court 
within thirty (30) days from receipt of the order or decision. 


Art. 83. Effectivity of Implementing Rules and Regulations -- The Board shall 
promulgate rules and regulations to implement the intent and provisions ot this code 
and shall have the authority to impose such fines in amounts that are just and 
reasonable in cases of late submission or non-compliance on the part of registered 
enterprises, with reporting and other requirements under this code and its implementing 
rules and regulations. Such rules and regulations shall take effect fiften (15) days 
following its publication in newspaper of general circulation in the Philippines. 


Art. 84. Separability Clause -- The provisions of this Code are hereby declared to be 
separable and, in the event any of such provisions is declared unconstitutional, the 
other provisions which are not affected thereby shall remain in force and effect. 

Art. 85. Repealing Clause. -- the following provisions or laws are hereby repealed: 

1) Batas Pamban: 

2) Batas Pambansa 391 (1983) 

3) Presidential Decree 218 


4) Presidential Decree 1419 
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5) Presidential Decree 1623, as amended 

6) Presidential Decreee No (1981) 

7) Presidential Decree 2032 

8) Executive Order 815 

9) Executive Order 1045 (1985) 

All other laws, decrees, executive orders, administrative orders, rules and regulations 
or parts thereof which are inconsistent with the provisions of this Code are hereby 
repealed, amended or modified accordingly. 


Art. 86. Effectivity. -- This Code shall take effect immediately upon approval. 


DONE in the City of Manila, this 17th day of July, in the year of Our Lord, nineteen 
hundred and eighty-seven. 


(Sgd) CORAZON C. AQUINO 
President 

Republic of the Philippines 
By the President: 

(Sgd) JOKER P. ARROYO 
Executive Secretary 


450 COMMUNIST SYMPATHIZERS TO SURRENDER 


KHO40757 Quezon City Sports Radio 738 in English 0700 GMT 4 Aug 87 


[Text] At least 450 communist sympathizers on Panay Island will surrender to military 
authorities in Iloilo City this week. Region 6 Unified Command chief Brigadier General 
Domingo Rio said the sympathizers decided to support the government because of plans to 
set up more livelihood projects. (Words indistinct] will also surrender together with 
the sympathizers. 


Meanwhile, troops belonging to the 47th Infantry Battalion based in (Bangat) killed the 
other day four NPA rebels during fierce fighting in the mountain areas of (Dakar) 
(words indistinct]. 
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AFP CITES SOURCES ON PRISONER SWAP SLATED WITH PRC 


BKO31405 Hong Kong AFP in English 1400 GMT 3 Aug 87 


[Text] Hanoi, Aug 3 (AFP) -- Vietnam and China are to swap about 30 prisoners Tuesday 
at the border between the two countries, a Vietnamese source said here Monday. 


The VIETNAM NEWS AGENCY (VNA) said last month that Hanoi would release 18 Chinese 
prisoners accused of “illegally infiltrating Vietnamese territory to carry out acts of 
espionage and sabotage." 


China said on July 11 that it would repatriate 14 Vietnamese who, according to a 
Chinese spokesman, admitted that they had been spent on spying missions and had carried 
out armed incursions. 


An informed Vietnamese source here said the prisoner swap, involving about 30 people, 
would take place Tuesday at Friendship Gate, some 10 kilometres north of the city of 
Lang Son in northeast Vietnam. The gate is the only official crossing point along the 
640-kilometre border between the two countries. 


The prisoner exchange will be the 20th such swap or prisoner release between Vietnam 
and China since they fought a brief border war in 1979. 


LE QUANG DAO ATTENDS NGUYEN TUAN MEMORIAL SERVICE 


0WO10755 Hanoi VNA in English 0709 GMT 1 Aug 87 


[Text] Hanoi VNA August 1 -- A memorial service was held here yesterday for Nguyen 
Tuan, a noted writer, who died July 28 of heart attack at the age of 77. 


Among the mourners was National Assembly Chairman Le Quang Dao. 


Nguyen Tuan was former general secrtary of the Writers and Artists Association, member 
of the executive committee of the Vietnam Literature and Arts Union, and member of and 
advisor to the executive committee of the Vietnam Writers Association. His early works 
including the famous "Vang Bong Mot Thoi" (Echoes of the Past) and especially his 
voluminous recordings about the first resistance war give him an unchallenged place in 
Vietnam's prose literature. 


NHAN DAN MARKS 2D MONTH OF NVL COLUMN 


BK301229 Hanoi Domestic Service in Vietnamese 1100 GMT 25 Jul 87 


[Text] In its Correspondent's Notebook column, NHAN DAN today carries an article by 
Huu Tho entitled Things That Must Be Done Immediately in Relation to the Cause of 
Renovation and the Struggle Against Negativism, marking the 2d month of the birth of 
the press column: Things That Must Be Done Immediately. 


The author of the article begins by saying that on Sunday afternoon, 24 May 1987, the 
comrade on duty at the NHAN DAN editorial office handed an envelope to the editorial 
staff. He said a middle-aged man had asked him to deliver this envelope right away to 
the comrade editor in chief. 
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Inside the envelope were a letter and an article intended for publication, both 
handwritten. The next morning, 25 May, readers near and far found ir. NHAN DAN an 
article under the boldfaced headline Things That Must Be Done Immediately. The 
headline of this first press article has become a topic capturing the interest of a 
large number of readers. So far, Things That Must Be Done Immediately has become a 
requirement, a demand, and an encouragement. 


Since the publication of an NVL article on 10 July, the response of a large section of 
cadres and ordinary people has developed momentum. Every day, the party-run newspaper 
receives several letters and articles sent in by readers in response to the call for 
Things That Must Be Done Immediately. Several dozens of sectors, provinces, and cities 
have issued instructions in response to the spirit of NVL; that is, one’s words must 
match one's own deeds. By the way, we also would like to further inform you, friends, 
that the Voice of Vietnam Radio headquarters at 58 Quan Su Street, Hanoi, receives 
daily hundreds of letters, articles, and suggestions from listeners and welcomes 
numerous citizens coming to report on and support the call for Things That Must Be Done 
Immediately. 


Our colleagues at other press organs also reported that they receive numerous letters, 
petitions, denunciations, and complaints daily from cadres and people in various areas 
throughout the country responding to the call for Things That Must Be Done Immediately. 


Dear friends, next, the article in today's NHAN DAN said: The resolution of the CPV 
Central Committee's Second Plenum raised the objectives for four reductions, with the 
restraining of price increases being an important objective. But, several months after 
the resolution, prices have continued to rise for numerous’ reasons, including 
illegitimate reasons, the article analyzed. And the author asked various propaganda 
Organs such as press, radio, television, and so forth to reflect, condemn, and point a 
denouncing finger at those individuals, public organs, or organizations which have done 
erroneous things contrary to the spirit of the resolution of the CPV Central 
Committee's Second Plenum. 


Law enforcement organs must uncover major cases of wrongdoings for severe punishment 
and must keep the people informed of the results through the press. 


We can see clearly that the objective of Things That Must Be Done Immediately drive is 
to ensure the implementation of various party resolutions. To do so, we must struggle 
against negative phenomena. 


The article goes on: The orientation for Things That Must Be Done Immediately is quite 
clear. We must link commendation with criticism and must direct these efforts toward 
implementing our political tasks. We must promote a new work attitude and must resolve 
all questions that come up in a once-and-for-all manner in the spirit of speaking 
straightforwardly and frankly, one's words must match one's own deeds, and broadening 
openness and democratic character. 


The article pointed out: Fighting negative phenomena is not a new issue at all. We 
have done this regularly and we have also launched many drives. No small number of 
party cadres and members are being disciplines for their offenses yearly. But far from 
being reduced, negative phenomena have shown an increase and have become ever more 
prevalent. Even at those places where the enforcement of discipline is seemingly 
strict and in those domains where personnel are seemingly well-selected, negative 
phenomena in all forms are still able to sneak in. 
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That is what everyone is thinking and worrying about. It is undermining the economy, 
creating social upheaval, causing ethical values to erode, and confusing distribution 
principles. it will eventually undermine confidence and it has been correctly said 
that loss of confidence means loss of everything. Losses caused by this are even more 
serious than those caused by theft or robbery. 


Fighting negativism is an urgent and important task to be carried out to pave the way 
for the implementation of the resolution of the Sixth CPV Congress and other party 
resolutions. This is to bail the country out of this difficult situation, to stabilize 
the situation in all respects, to reduce the people's sufferings and to make them 
increasingly happier -- as already advised by Uncle Ho in his testament -- and to make 
our already-beautiful society become even more beautiful. Only through this can the 
people have confidence in the party and can the latter have greater understanding of 
and confidence in the former. The immensely significant role of the people, judging 
from the interest of the entire society and from the struggle against negativism, lies 
precisely in that fact. 


The article continues: It is true that the bureaucratic and subsidy-based mechanism 
has created social conditions for negative phenomena to florish. A number of 
degenerate and deviant individuals still feel nostaglic for and have a desire to cling 
to the conservative and bureaucratic mechanism with which they can easily show off 
their power, give out favors, upset rules and regulations, and engage in corruption. 
We should not delude ourselves that with the new mechanism available, negativism will 
automatically disappear. We had mistakenly thought that with the product-contract 
system available, a number of negative phenomena in the rural economy would cease to 
exist. But those degenerate and deviant individuals among various party and state 
Organs -- who are working hand in glove with speculators and smugglers from outside 
society -- have countless ways and tricks. Under any regime, they can find ways to 
embezzle public property, go after their selfish interests, and persecute those who hae 
the nerve to resist their criminal actions. 


The article said: The Sixth CPV Congress brought forth guidelines for renovation 
Renovation now constitutes a pressing demand of the revolution and a matter of life and 
death. Only by having all specific problems facing life resolved in a renovative and 
correct manner can we find a way out. Facts show that implementing decisive policies 
on renovation must be linked with the struggle against negativism. As Comrade NVL put 
it: Along with fighting negativism, in reorganizing cadres, we must quickly devise and 
disseminate new work methods suitable to the new requirements of our national economy. 
This means that fighting evil must always be linked with building good. Fighting 
negativism cannot be separated from renovation but must be linked with it. It can also 
be said that in certain areas, there will be no judicious renovation without fighting 
negativism. 


Let us ponder this fact: If the costs for all cases of theft committed under different 
forms, all kinds of illegal internal distribution and bribes -- elegantly called public 
relations fees -- all lavish and wasteful drinking parties, all losses connected with 
defective products, and so forth are carried by national revenues, considered as a 
redistribution of revenues, and calculated carefully as inputs, how can we expect to 
calculate rational production costs so that the outputs will not change the established 
market prices? 


Economic integration and cooperativization are new, dynamic economic processes highly 
beneficial to production and circulation. But evil elements in a relatively large 
number of establishments have abused this process by seeking price differentials for 
the benefit of their own units or for pocketing themselves and by accepting commissions 
in exchange for signing trade contracts unfavorable for their collectives, and so forth. 
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This has, in fact, distorted the correctness of economic integration and reduced its 
effect. With the practice of ganging up and appointing relatives or beloved ones to 
key positions, forming gangs, persecuting upright people and those not siding with them 
or having the nerve to act against their will, and coercing innocent people, and so 
forth, how can we generate enthusiasm among a large number of laborers to promote 
production in accordance with he renovative spirit? 


After pointing out that renovation does not imply only fighting negativism, that 
obviously, fighting negativism is part and parcel of renovation, and that without 
fighting negativism, renovation in various socioeconomic activities can hardly be 
achieved correctly, the article continued: Although the struggle against negative 
phenomena this time has just started, there has been a new impetus in line with the 
spirit of democratic openness. This is not the first time that we have relied on the 
masses to fight negative phenomena. The new point is that this time renovation has 
been carried out in a broader and more public manner, creating a larger public opinion 
in accordance with the spirit of the sixth party congress to allow no individual nor 
collective to remain outside the law and social discipline. This is the new strength 
and also the main thing that degenerate and deviant people fear the most and are 
seeking every way to oppose. 


Although the strength of public opinion in this struggle is very great, it is not the 
only one. Although everyone is concerned with public opinion in society, social 
discipline can be restored only on the basis of law. This is the main reason why we 
say that all citizens are equal before the law and must live and work in accordance 
with the law. 


Comrade NVL reminds everyone of the need to respect public opinion which means that we 
must not overlook the views of the masses. He also said: The socialist legal system 
which combines with the strength of public opinion to fight negativism, is finally the 
law. The country must be administered by law. 


The article continued: As Comrade NVL has indicated, the mass information media is the 
tool to carry out the motto of letting the people know, debate, work, and control. The 
media is charged with the responsibility of carrying on detection and follow-up action 
to help the law and responsible agencies conduct investigations and promptly, 
accurately, and strictly deal with all cases. This is a very great and heavy social 
responsibility. 


To achieve the task as advised by Comrade NVL, writers must have a pure heart and 
straightforwardness. He also advised that those who are entrusted with this very 
important tool must have a pure motive, sincerity, and a high sense of responsibility. 
The article stressed: We should preserve our love for the people by praising those who 
do right and good, and by condemning those who do wrong and evil. If we can do so, it 
is clear that the role of the press is to shed pure light more broadly to repel, 
Narrow, and dispel darkness. 


MASS MOTIVATION ORGANS RESPOND TO NVL COLUMN 


BKO21559 Hanoi Domestic Service in Vietnamese 2300 GMT 30 Jul 87 


[Text] On 28 July, the Executive Committee of the party organization of the bloc of 
central mass motivation organs held a conference with secretaries of the party 
committees of all organs in the bloc to discuss measures to motivate cadres, party 
members, and the masses among various central organs and mass and front organizations 
to respond to the column Things That Must Be Done Immediately by Comrade NVL. 
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The conference decided to launch a political indoctrination drive among party chapters 
and trade union and youth union organizations of these organs to discuss the column by 
Comrade NVL entitled Things That Must Be Done Immediately. 


Through the political indoctrination drive, these party chapters and trade union and 
youth union organizations must make cadres, party members, and the masses clearly 
understand the significance and practical effect of Comrade NVL's column and motivate 
cadres and personnel of all organs to participate enthusiastically in the struggle 
against negativism as well as to satisfactorily settle things that must be done 
immediately in their units. 


The executive committee of the party organization of these organs and their command 
committees must scrupulously review al existing cases during the drive to implement 
Directive Nc 79 as well as newly discovered cases so as to sort out the things that 
must be done immediately in their units, with emphasis on matters concerning the 
quality and qualifications of party members, the management of financial work and 
property, the use of aid, the distribution of goods and the allocation of houses, the 
sending of students and laborers to foreign countries and the recruitment of state 
employees not in accordance with policies, embezzlement of state property, abuse of 
power, factional division, and disunity among internal ranks. 


They must also overcome the situation in which discipline is flexible, administrative 
work style is characterized by bureaucratism, and daily work is plagued with 
irresponsibility and see to it all tasks are carried out in accordance with plans and 
completed on schedule and without delay. 


Meanwhile, all party committee echelons must encourage cadres, party members, and the 
masses to actively detect and reveal all cases of negativism among various organs and 
units and in society. They must examine, reach conclusions, and let the masses know 
immediately all cases of negativism that have been revealed by radio stations and 
papers or by newspapers of certain organs and the masses, as well as all complaints 
filed by cadres and the people. 


All acts of bullying and any prejudice against those who have detected or revealed 
cases of negativism are strictly prohibited. Meanwhile, precautions and stern action 
must be taken against those taking advantage of the struggle against negativism to 
distort the truth and frame false charges against others. 


The executive committee of the party organization of all central mass motivation organs 
and their command committees must arrange for and encourage cadres and the masses in 
their units to participate actively in contributing views to and support the decisions 
of professional leaders on things that must be done immediately in their organs and 
sectors. 


Thoroughly understanding the concept of considering the people as the base and allowing 
the people to know, to discuss, to perform, and to control through propaganda and 
education activities, they should effectively settle things that must be done 
immediately to help launch a seething and widespread mass movement to struggle against 
negativism in every grass-roots unit and throughout the country. 


They must also be determined to successfully implement the sixth party congress 
resolution and further promote democracy and openness in adopting various policies and 
systems at their organs and conduct self-criticism and criticism every 6 months and 
every year. 
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When holding democratic conferences in their organs, along with reviewing the emulation 
results and praising good people and good deeds, they should put forth the things that 
must be done immediately by their organs and units and launch a movement for discussion 
and supervision among the masses and control so as to bring about good results in each 
specific task and quickly put an end to the state of negativism in their party 
chapters, party organizations, and organs. 


The standing body of the party organization of the bloc of central mass motivation 
organs intends to hold a meeting with editors in chief of various papers and magazines 
in the bloc to exchange experiences in the struggle to oppose negativism and help make 
the party, and all state organs and mass organizations pure, firm, and strong. 


Long An Province Activities 
BKO30800 Hanoi Domestic Service in Vietnamese 1100 GMT 2 Aug 87 


[Text] Responding to articles on Things That Must Be Done Immediately, the Standing 
Committee of the Long An Provincial Party Committee has assigned cadres to various 
grass-roots units to study proposals made by the peasants and issued resolutions to 
guide various echelons of party committees to consolidate the collective peasants 
association to struggle against negativism and strengthen agricultural production 
collectives. 


Various echelons of the provincial party committees and the administration are helping 
the Collective Peasants Association to set up its chapters at various grass-roots 
units. Some chapters of the Collective Peasants Association have recently organized 
many meetings to hear viewpoints from the peasants on tasks relating to supervision and 
guidance in production and business, collective management, and allocation of land in 
accordance with state regulations and policy, while pointing out various negative 
phi iiower® and criticizing cadres who used their authority to attain their own self 
interests and oppress the people. Recently a number of negative cases have been 
resolved publicly. 


Thai Binh Campaign 
BKO31243 Hanoi Domestic Service in Vietnamese 2300 GMT 2 Aug 87 


[Text] Thai Binh Province has set up a steering committee for the campaign to respond 
to the column Things That Must Be Done Immediately. The committee is composed of 
representatives of the internal affairs, inspection, control, court, public security, 
military, press, and propaganda and training sectors and headed by the comrade deputy 
secretary of the provincial party committee. All members of the committee are 
duty-bound to settle various cases of negativism that have occurred in the province. 


Various cases involving negativism that have taken place in Thai Binh Province during 
the past 6 months include the violation of policies, embezzlement of state property, 
persecution of the masses, bribery, and smuggling. In July, the province dealt with 
various typical cases involving the smuggling of opium by cadres of a branch of the 
Customs Office and cadres of the Thai Binh tobacco enterprise and a number of serious 
cases in Tiem Dien township, Thai Thuy District; and Chi Hoa and Diep Nong villages, 
Hung Ha District. 
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Over the past 6 months, the provincial inspection sector has received 367 complaints 
and 302 denunciations against such manifestations as embezzlement of state pro>-erty, 
violation of managerial work, corruption, and persecution of the masses. The party 
committees at various levels in the province have also taken disciplinary action 
against 650 cases of negativism, thus resulting in the expulsion of 117 persons from 
the party. 


Some sectors in the province have carried out a number of specific tasks in response to 
the column Things That Must Be Done Immediately. The grain sector has launched an 
extensive propaganda drive among the masses with the aim of improving their 
revolutionary quality and preventing all units and individuals from becoming involved 
in various cases of negativism. 


All cadres, party members, and personnel in the sector have pledged to fulfill all 
assignments without stumbling due to any negative phenomenon. Following the adoption 
of this system, the grain service has dismissed a party member responsible for 
procurement work on charges of embezzling paddy in Minh Khai village, Vu Thu District. 


The grain sector intends to take back all the appliances that have not been purchased 
in accordance with regulations by various units. It also stipulates that the use of 
operational expenses to buy personal gifts is strictly prohibited from now on. 


NHAN DAN ON IMPLEMENTATION OF ECONOMIC CONTRACTS 


BK291615 Hanoi Domestic Service in Vietnamese 2300 GMT 27 Jul 87 


[NHAN DAN 28 July editorial: "Practical Results Must Be Taken Into Account in 
Implementing the System of Economic Contracts"] 


[Text] In the process of gradually renovating the economic management mechanism, since 
the beginning of the year more and more units have strived to implement economic 
contracts well and, on this basis, to expand the relations of cooperation in production 
and business alliance, and to apply technical innovations. 


Through correctly implementing economic contracts, some units have balanced half of 
their own need for raw and other materials to ensure the maintenance of production as 
planned and jobs for workers. When encountering difficulties, many units have referred 
to their contracts and have consulted one another to solve the problems in the spirit 
of promoting the development of production, expanding the circulation of goods, and 
respecting law and one another's legitimate interests. In the course of concluding and 
implementing economic contracts, many negative phenomena, shortcomings, and mistakes 
have emerge?. The legal system for economic contracts is still inadequate and has not 
been brought into full play. The quality of work resulting from the signing and 
implementation of contracts remains poor because of the lack of clearly defined 
responsibilities to ensure one another's interests. 


Many units have alleged objective difficulties to refuse signing contracts and dodge 
the responsibility or to leave the contracts half fulfilled. Noteworthy is the cashing 
in on contracts for illicit dealings such as inconsiderately signing exorbitant 
contracts to get commissions, acting as intermediaries, doing unauthorized businesses, 
making roundabout trade transactions to get profits from price differentials, and 
faking contracts or signing contracts for work several times higher than units' 
capability in order to snatch materials, funds, and energy from the state or other 
units for use in illegally profitable work, thus precluding the implementation of the 
common plans. 
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In addition to the shortcomings of basic units in overcoming difficulties, working 
nonchalantly, and failing to strictly observe the economic management law, we should 
also realize the shortcomings of leading agencies in the economic sector. Plans have 
been allocated later this year than they were last year and are neither uniform nor 
realistic. Many primary units have been assigned norms for products delivery but have 
not received raw materials and vice versa. The adjustment of prices is slow and not 
unified, causing difficulties to payment and generating a psychology of expectation. 
The economic management policies and systems are not uniform and are still duplicating 
one another. Many functional agencies have loosened their management control. 


Since the beginning of the year, through the registration work, the economic 
arbitration sector has rejected hundreds of illegal contracts and _ suggested 
modifications to hundreds of others. In inspecting 76,000 contracts in more than 5,000 
units, it had to settle 1,650 cases of disputes and violations, ordered the settlement 
of 700 million dong and the payment of 400 million dong of indemmities and 15 million 
dong of fines. Apart from these, there have been also quite a number of cases that 
cannot have been settled and have finally become useless to both parties. 


The party Central Committee's Second Plenum resolution has clearly specified that 
economic contracts hold a specially important position in the new management mechanism 
and in the implementation of new policies on distribution and circulation. They must 
become a mandatory system in formulating and implementing plans. 


To correctly implement economic contracts, we should first of all perfect and enhance 
the ability of cadres charged with establishing contracts in management and primary 
units. These cadres must firmly grasp policies and law and must thoroughly understand 
the contents of contracts in order to really act as advisers to directors in 
formulating, signing, and implementing contracts. They must uphold the responsibility 
of higher echelons for assigning norms to units, create favorable conditions for the 
supply of raw and other materials according to plans and for intensifying the 
managerial control of economic contracts, cooperate with units to promote dynamism and 
creativity, exploit all the existing and latent potentials, and warrant the correct 
implementation of signed contracts to the highest level. 


The arbitration sector should coordinate with functional sectors to quickly perfect the 
systems of policies, laws, and scientific standards to strictly control economic 
contracts and economic arbitration work and to provide unified guidance countrywide. A 
proper system of rewards and punishment must be established to define individual 
responsibility, encourage positive factors, and limit negativism and irresponsibility 
in the conclusion and implementation of contracts. 


Wherever and whenever economic contracts are implemented, the first and foremost thing 
to be taken into account is the practical and not formalist interests and results. 


NHAN DAN PRAISES HENG SAMRIN'S VISIT TO POLAND 


OW0O10805 Hanoi VNA in English GMT 1 Aug 87 


[Text] Hanoi VNA August 1 -- NHAN DAN today says that the recent official Poland visit 
by General Secretary of the Kampuchean People's Revolutionary Party Heng Samrin and his 
later talks with Soviet party Leader M.S. Gorbachev marked a higher stage in the 
development of the international relations of the People's Republic of Kampuchea. 
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NHAN DAN notes: 


"In Warsaw and Moscow alike, the Polish and Soviet party leaders highly praised the 
Kampuchean people's achievements in national defence and construction. They expressed 
their unanimity with their guest in the assessment of the situation in Kampuchea and 
voiced their full support for the PRK's efforts of a political settlement to the 
Kampuchea issue by way of national reconciliation in order to contribute to the 
safeguarding of peace and stability in Asia and the Pacific. 


The paper further says: "The result of General Secretary Heng Samrin's visit which was 
closely followed by political circles in Southeast Asia and the world, show that the 
PRK's correct internal and external policies have won increasing support from world 
opinion. The PRK's international prestige continues to rise. This is a high 
encouragement to the Kampuchean people in their national defence and construction, 
particularly in the implementation of the resolution adopted at the Fifth PRPK 
Congress". 


"It is at the same time an active contribution to the strengthening of the revolution 
in Kampuchea and the three Indochinese countries as a whole, in the interest of such 
people, and of peace, stability, cooperation and development in Southeast Asia, Asia 
and the world", NHAN DAN concludes. 


CORRECTION TO JOINT STATEMENT ISSUED 


The following correction pertains to the item subheaded "Join Statement Issued," 
published in the 3 August East Asia DAILY REPORT, page N 3, paragraph six, line two: 
...to address certain urgent humanitarian concerns of... (supplying dropped word) 


CORRECTION TO WAR INVALIDS DAY CELEBRATION 


The following correction pertains to the item headlined "Dong Sy Nguyen, Others Mark 
War Invalids Day," published in the 32 July East Asia DAILY REPORT, page N 1, second 
paragraph, seventh line: ...State, and president of the Vietnam Women's Union; and 
Nguyen Ky Cam member of the CPV Central... (adding dropped title and name) 
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